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Britain gives pledge 
of compensation to 
Holocaust victims 

The British government told the 
international conference on Holo- 
caust assets in Washington that 
it would repay hundreds of Holo- 
caust victims. Their property was 
confiscated by the UK during the 
-second world war because their 
countries were held to be allied 
with the Nazis. Holocaust 
assets, Page 3 

Wider impeachment probe attacked 
The White House attacked 
Republican moves to broaden 
the impeachment Inquiry into US 
president Bin Clinton, dismissing 
the investigation as increaslngty 
partisan and misguided. US and 
Canadian news. Page 5 

Jiang’s state visit backfires 
China made dear Hs frustration 
and anger over Tokyo’s conduct 
during President Jiang Zemin's 
visit to Japan in a sign that the 
meeting failed to foster under- 
standing between the two coun- 
tries. Asia-Pacific news. Page 4 

Call for shift in EU spendftg 
The European Commission is 
expected to call on European 
Union countries to restructure 
government expenditure 'm favour 
of investment European news. 
Page 2 ; 

Sharif to meet Cfarim 
Pakistan prime minister Nawaz 
Sharif is to meet US president . 
Bin Clinton today in Washington, : 
hoping for US backing to -deal 
with his country’s falling foreign 
exchange reserves and increas- 
. ing arrears on foreign debts. 

Asia- Pacific news. Page 4 ' : 

US to increase Colombia drags aid 
The US reiterated its commit- 
ment to step up mXtary aid to 
Colombia to fight the war against 
drugs. US and Canadian news, 
Page 5 . 

Study backs breast tavtants - 

A court-appointed panel of scien- 
tific experts Ini the US concluded 
that there was no proven Dnk 
between sillcorie breast implants 
and tttedteeasfBS'MporiuddVUx^v 
women «uing breast implarit..- 
manufacturers. US and Cara*: ... 
dian news. Page 5 

Court to rale on dlsastare 

London’s High Court wfll today ■ 
consider whether employees 7 : 
tainted by corporate disasters 

can sue their former employers 

when the stigma stops them get- 
ting a new job. The move follows 
the collapse of Bank of Credit 
and Commerce International, 

UK news, Pago 8 . 

Asian rations urged to spend 
Asian governments must 
Increase social spending to avoid 
exacerbating the social faB-out 
from the regional financial crisis, 
the International Labour Organi- 
sation warned. Asia-Pacific 
news. Page 4 

IMF accepts Thailand deficit 
Thailand plans to run a govern- 
merit deficit of 6.5 per cent of 
gross domestic product next 
year with the blessing of the 
International Monetary Fund. 
Asia-Pacific news, Page 4 
Warning on southern Africa trade 
US commerce secretary WilHam 
Daley warned southern Africa 
that increased foreign investment 
depended on the abolition of 
trade barriers within the region 
and the creation of bigger mar- 
kets. World trade news. Page 7 

18 die in mine gas blast . 

A aas explosion m a coal mine in 
south-west China killed 36 min- 
ers and seriously injured 1 8. 


France forced to 
accept merger of 
BAe and Dasa 

The French government has 
dropped its hostility to a merger j 
between British Aerospace and 
Germany's DaimlerChrysler Aero- 
space (Dasa) that would Initially 
exclude Aerospatiale of Franca 
France had been pushing for a 
trilateral merger as the best way 
to achieve consofidalion of 
Europe’s aircraft and defence 
industry. Page 18,- Paris, Bom 
push EU finance deal. Page 2 

Four international companies are 
to pay FFr450m ($79m) each for 
7.5 per cent stakes ft Thomson 
Multimedia, in a deal that wiU see 
30 per cent of the- French con- 
sumer electronics (pqup's capital 
transferred to private hands. . . 
European companies. Page 24 

Degussa, the German metals and 
chemicals group, reported record 
earnings for the fourth succes- 
sive year and said it expected 
good results ft 1999. European 
companies. Page 24 

Caffeng, a market-making 
company on the Amsterdam 
bourse, has had its operations 
suspended and an options dealer 
arrested. Ewopean companies. 
Page 24 

Hoechst of Germany and 
Rhtine-Poufehc of France have 
agreed to merge their pharma- 
ceuticals and agro-chemicals 
businesses to create the world's 
biggest fife sciences company. 
Companies and Markets, Page 
19r Observer, Page 17; Lex, 

Page 18; Analysis, Page 24 

Momura Internatio na l, the 
Japanese investment bank, is to 
put most of Its UK pubs into a 
new company lhat wHI seek a 
stock market quote in the next 
three years. The flotation is 
expected to value the company 
at Eljbn ($1.65bn). Companies 
and Markets, Page 19; New 
breed of brewers. Page 26 

Losses at the fttemational ^ ^ 

flraanci^ mtetois, are likely to 
i porfflhtib for longer Than prcf - 
octal Companies and Markets, 
Pag^l9; Bovf tiuids on Hs 
. strengths, Pag« 2l - 

Ford, the US car and truck 
maker, said it aimed to comer 10 
per cent of car sales ft the Asia 
-Pacific region wtthiri 10 years by 
expanding sales in China, Japan. 
Thafland and India. Asia-Pacific 
companies, Page.20, 

State!, the Norwegian state oH 
company, is closer to pulling out 
of Thailand after selling its off- ' 
shore Bongtot field interests In a 
deal understood to be worth sev T 
eral hundred million dollars. ; 
Trade, Page 7 

Countries that restrict foreign 
competition on their banking and 
capital markets are vulnerable to 
financial instabffity. according to 
a study by the World Trade 
Organisation. Trade, Page 9, 
Europe Page 7 

Telecom Italia has asked its chief 

executive to complete as soon 
as possible negotiations over the 
company’s plans to pa rticipa te In 
a new digital pay TV 'system. • . 
European companies. Page 24 
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world’s biggest merger deal 


By Robert Can rfna hf London 

A wave of consolidation and 
restructuring looks set to engulf 
the western world's oil Industry 
as US and European compan i es 
yesterday announced, separate 
deals that will intensify competi- 
tion in a sector besieged by low 


In New York. Exxon 
announced an agreed takeover of 
Mobfl, valued at $75.3tra based on 
early af ternoon share prices, in 
the world’s biggest merger. The. 
combined entity will be known as 
Exxon Mobil and will be the 
world's largest company in reve- 
nues terms. 

In Europe, Total of Prance con- 
firmed . it is to take - over Petro- 
Fina of Belgium In a deal that 
will create the world's sixth big- 
gest, oil company, and Europe’s 
third biggest, with a market capi- 
talisation of almost $40bn. 

! The two moves are the latest 
response to the twin threats of 
low crude prices and a downturn 
in demand, especially in Asia. 
They follow British Petroleum's 
takeover last August of Amoco of 
the US. Analysts said they could 
trigger further restructuring. 

Even if antitrust regulators 
force some divestments, with a 
current market capitalisation of 
more than $240bn. compared with 


Wdfkf oH prices M . . 

Sharply as stocks gow 

World cfl prices are tas than 
half theft- leva! of a year ago as 
stocks continue to outstrip 
supplies. Benchmark crude 
tofl sharply again In London 
yeBJwidty.hfttirgSIO.OBa 
btonri at one stage, its lowest 
since 1986. Tha price has 
been trading at 12-year-taws 
flancaihe'mkfcfle of last week, 
when Opec postponed a 
decision on production cuts. 

In late trading yesterday the 
price was down 14 cents to 
31032. Page 30 

former leader Royal Dutch/ 
Shell's Jl60bn-plus, Exxon Mobil 
will tower over its competitors. 

But the companies insisted 
that regulatory concerns may be 
overblown. The deal, revealed in 
the Financial Times last week, 
will set new standards for an 
industry which has been slow to 
follow the merger trend. 

Lee Raymond. Exxon's chair- 
mam who will lead the new com- 
pany, and Mobil’s Lucio Noto, 
who will be his deputy, said they 
expected near-term cost-savings 
of $2J3bn. Mr Raymond said he 
saw the deal resulting in 9,000 
jobs lost from a combined total of 


Top 10 flora Bi co m pa nies, 
measured by 1997 revenues ; 

•Exxon Corp. S182.4bn* 

•fcoyai Dutch/SheB, $12&1bn 

• BP Amoco pic. SI Q4bn 
•Total, $46JBbn*. to reflect 

acquisition of PafcroFf na 
•Texaco, $452bn 
•Hf Aquitaine, $43J5bn 

• EM, $37bn ; 

•Chevron Corp, $36.4bn 
•Petroieos de Venezuela SA. 

S34.Bbn 

•Conoco Inc, S262bn*. as if spun 

off from parent DuPont Co. 

• Proton* SauroKRMitaro 

123,000. The two companies said 
the link-up would boost their 
competitiveness and ability to 
produce superior returns. 

“The merger will enhance our 
ability to he an effective global 
competitor in a volatile world 
economy and in an industry that 
is more and more competitive, 1 ’ 
the chairmen said in a prepared 
statement 

The companies will control or 
supply almost 50,000 service sta- 
tions between them. Last year 
they sold almost 9m barrels of 
petroleum products daily and 
had interests in 50 refineries. 
They earned about fl2bn on 


aggregate revenues of S203bn. 

The smaller Total PetroFina 
deal is si gnifican t in that it sug- 
gests national sensitivities about 
the fate of former state oil com- 
panies in Europe are receding. 

Based on Friday’s Total share 
price, its offer valued PetroFina 
at BFrl9,482 per share, valuing 
the whole group at BFr456bn 
($lIL97bn). That was a 36.7 per 
cent premium to Friday’s closing 
PetroFina share price of 
BFrl4,250, and above analysts’ 
estimates of a BFr 18,000- a- share 
offer on Monday. 

The French company's shares 
slid FFr87, or 12.3 per cent, to 
FFT618 on the weak Paris market 
amid suggestions that the group 
had overpaid. 

The combined group, to be 
called Total Fina, will have 69,100 
employees, 14,000 filling stations, 
reserves of 5.7bn barrels of oil 
equivalent, and annual sales of 
$54bn. 

Exxon is advised by J.P. Mor- 
gan. Mobil by Goldman Sachs. 
JJP. Morgan and Paribas are 
advising PetroFina. with CSFB 
advising Total. 

Addition reporting by Christopher 
Parkes in Los Angeles 


Bigger oi, Page 17 
Lex, Page 18 

Reports and analysis, Page 22 
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Markets 
tumble as 
investors 
take profits 

By Philip Coggan, 

Markets Editor 

European and Asian stock 
markets tumbled yesterday jis 
worries about the outlook for eco- 
nomic growth combined with the 
urge to take profits after the 
breakneck rally seen since early 
October. 

In Europe, the DAX index of 
leading stocks in Frankfurt fell 
nearly 5 per cent, and the FTTSE 
100 index in Loudon suffered its 
third biggest one-day points fail 
and fifth biggest percentage 
decline. In Hong Kong, the Hang 
Seng index fell 4 per cenl to close 
below 10,000. 

The first economic ilata of the 
new month showed lhat manu- 
facturing industries around the 
globe continued to he under pres- 
sure. Purchasing managers’ sur- 
veys in five European countries 
all Indicted declining activity in 
the sector, os did a similar report 
in the US. 

“It has been a bad day for 
European growth optimists." said 
lan Harnett, director of European 
strategy at BT Alex Brown. 
“What is clear is that the consen- 
sus expectation of over 2 per cent 
GDP growth for Europe in 1999 
looks at risk, and even our previ- 
ous projections of 1.5 to 2 per 
cent may be too high. The impli- 
cation is that corporate earnings 
numbers have still got further 
disappointments to come.” 

The poor economic news carar 
in the wake of Wall Street's 
sharp fall on Monday, which saw 
the Dow Jones Industrial Aver- 
age drop 216 points on a wave of 
selling of internet stocks. 

Wall Street’s weakness contin- 
ued in early trading yesterday, 
when the Dow briefly fell more 
than 100 points before recovering 
to 9128.14. up 11.59, by lunchtime 
in New York. 

By the end of last week, the 
German and bench markets had 
each risen, by a third- from their 
October lows, while the UK and 
the US markets had gained 
between 20 and 25 per cent. 

The rally was initially fuelled 
by interest rate cuts in the US 
and Europe, but has recently 
beeni^proiwiled by the wave of 
mergers and atquisitio ns. How- 
.ever, even yesterday's announce- 
' ’ ment of the Exxon/Mobil and 
Total/Petroflna deals, failed to 
improve investors' mood. 


French ixwiilw Lionel doepto. toftpraaictait Jacques Chew* centre, and Gennan chancellor Gerhart Schrtder at 1I» 


London stock exchange, Page 36 
World stock markets, Page 40 


Majority tax voting 
idea stirs EU debate 


By Peter Herm an to Bru ssels 

France and Germany yesterday 
floated the Idea of majority vot- 
ing in tax policy in the European 
Union, opening up fresh divisions 
ahead- of the launch of the single 
currency. 

The implicit threat to overturn 
the rules erf unanimity on tax pol- 
icy - raised in separate state- 
ments by Oskar Lafontaine, Ger- 
many's finance minister, and 
Dominque Straus s-Kahn, bis 
French colleague - pul both, 
countries on -a collision course 
with Britahl- 

Gordon Brown. UK chancellor 
of the exchequer, said at a meet- 
ing of EU finance ministers in 
Brussels that majority voting on 
tax matters would require a 
change in the EU treaty that 
itself would require una nimi ty. 
“That is simply not there," he 
said. Britain said- it was not iso- 
lated on the issue, with Sweden, 
and Luxembourg also opposed to 
majority voting on tax. 

' The Ecdfin meeting in Brussels 
considered EU efforts to combat 
unfair practices in business taxa- 
tion and torched on a commis- 
sion plap for a 20 percent wilh* 
holding tax oil savings. 

Mr Lafontaiiie.anil Mr Strauss* 
gahn floated. the idea of majority 
voting during breaks in the meet-, 
ing,' but they stressed, that they 
were- expressing . “personal opin- 
ions 1 * rather than government 
policy.. 

However, the apparent axjnb- 
nation between French and Ger- 
man- positions raised the. suspi- 


cion that the two ministers were 
retaliating to Mr Brown's threat 
last week to use the national veto 
to block any tax measure hostile 
to British interests. 

Other remarks from Mr Brown 
and Mr Lafontaine underlined 
growing differences over EU tax- i 
ation policy between Britain and , 
the new left-of-centre coalition in 1 
Bonn. While -Mr Lafontaine 
repeated Germany’s determina- 
tion to seek progress towards 
minimum taxation of companies 
w-nd savings during Bonn's six- 
month presidency of the EU 
starting in January, Mr Brown 
emphasised Britain’s, commit- 
ment to economic reform and lib- 
eralised capital markets. 

Separately, a move by the Ger- - 
man government, backed by 
France and tacitly supported by 
Britain, to delay . the phasing out 
of duty free sales for travellers 
within - the EU on July 1 .1999 
foundered when . six member 
stales Insisted Jntra-EU duty free 
cal pr should cease as planned. 

Ministe rs did, however, agree 
on how the 11-member euro-zone 
should be represented in interna- 
tional Institutions such as the . 
Group of Seven leading industrial' 

- countries after the start of the 
single currency on January. L In 

- a setback for the EU commission, 
which wanted equal status with 
minis ters and the European cen- 
tral bank, the ministers, said the 
representative should be the rota- 

... ting chairman oi the euro 1L 

Franco-German summit. Page 2 
Editorial comment; Page 17 
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("ivacive Cspiu! tor Management Buy-Outs 


Mot? com pa nies reach a point where Vie management Team 
decide ft would be better to follow their own vision, rather 
titan their leader's. 

Arid whetiw that Snuoh»s a complete change of dvecton. 
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Paris, Bonn to push for EU finance 


Bjr Robert Graham 

aid Ralph Afldns in Potsdam 


Germany and France 
pledged yesterday to posh 
for a deal within the next six 
months to complete complex 
negotiations over the future 
financing of the European 
Union. 

The two governments' 
ambitious commitment to 
tackle “Agenda 2000” came 
at the dose of the 72nd Fran- 
co-German summit, in the 
' German city of Potsdam, and 
was intended to reinforce 
the two countries’ central 


role in driving forward the 
EU into the nest century. 

Despite clear differences 
on significant issues on EU 
financing. President Jacques 
Chirac of France said: 
“Whatever the differences - 
and they are few - we have 
a common approach to the 
problems and our ultimate 
objectives are the same." 

Gerhard Schrader. German 
chancellor, welcomed 
France’s support for his goal 
of reaching a deal, possibly 
at a special summit in 
March. 

The pledge came ahead of 


the Vienna EU summit later 
this month and the assump- 
tion by Germany's new 
Social Democratic-led gov- 
ernment of the EU presi- 
dency In the first half of 
next year. The Agenda 2000 
negotiations touch on some 
of the most sensitive 
natio nal issues for EU mem- 
bers. . 

Germany is demanding a 
significant reduction in its 
net contribution to the 
Union’s budget as part of a 
reform of EU finances. Brus- 
sels in turn is seeking a 
shake up of the Common 


Agricultural Policy that 
would involve cutting EU 
subsidies to fanners and 
up the difference 
from national budgets. 
France is opposed to such a 
reform. 

At the same time, re-exam- 
ination of EU budget contri- 
butions spotlights the Brit- 
ish rebate, negotiated in the 
1980s by Margaret Thatcher, 
former UK prime minister. 
The Mediterranean coun- 
tries, particularly Spain, are 
being asked for a reduction 
in the flow of structural 
funds to poorer regions - 


which they are resisting. 

Both sides at the summit, 
recognised it would be diffi- 
cult to complete negotiations 
fay the end of Germany's 
presidency. "Perhaps it is an 
unrealistic goal to achieve 
by March [for. the special 
summit} - bat year have to 
look at the consequences on 
other issues, such as eastern . 
enlargement, if it is not 
resolved,” one of Mr Schra- 
der’s aides added. 

The impact of having left- 
wing administrations in both 
Bran and Paris was evident 
in the summit's commitment 


Tax harmony set to stir passions further 


By Pets Norman in Brussels 


When Oskar Lafontaine, 
Germany’s finance minister, 
and Gordon Brown, the Brit- 
ish chancellor of the exche- 
quer, appeared at separate 
press briefings in Brussels 
yesterday, they appeared ini- 
tially to have a shared goal: 
to calm the furious debate 
that has gripped the UK on 
suspected plans for tax har- 
monisation in the European 
Union. 

However, Mr Lafontaine’s 
remark that he personally 
believed work on the tax 
dossier would not progress 
so long as decisions required 
unanimous votes in the EU 
council of ministers is sure 
to fuel suspicions among 
eurosceptics in Britain that 
UK sovereignty is under 
attack from Brussels and 
Bonn. Later comments by 
Dominique Strauss Kahn. 


the French finanw* minister, 
that he too believed majority 
voting was required will add 
to the impression of a Ger- 
man-French axis against 
Britain's veto. 

But even without the two 
ministers' remarks, the tax 
issue would be certain to stir 
passions for months if not 
years to come. Its present 
prominence symbolises how 
the euro - due to be 
launched in 11 member 
states on January 1 - is 
increasing pressure for fas- 
ter integration among the 
euro countries, leaving 
Britain behind. 

Compared with such con- 
siderations. the actual 
debate on tax policy in yes- 
terday's ecofin council was 
determinedly low key. 

The discussions never 
reflected more alarmist 
reports of recent days sug- 
gesting Britain might have 


Germany rules out increase in value added tax 


Germany's centre-left 
government yesterday 
declared an end to a 
damaging internal dispute 
about tax rates by ruling out 
an increase next year in 
value added tax, writes 
Tony Barber in Frankfurt 
Several regional barons of 
the ruling Social Democratic 


party had embarrassed 
Chanceflor Gerhard 
Schrdder by caffing for a rise 
in VAT as a way of financing 
tax cuts for small and 
medium-sized businesses. 

At 16 percent, German 
VAT is below the European 
Union average. But Mr 
Schrdder is loath to increase 


any taxes that affect the 
general population because 
he won election an a 
platform of cutting rather 
than raising taxes. 

Oskar Lafontalne, finance 
minister, sought to settle the 
efispute on Monday when he 
announced VAT would not 
be raised in the nod year. 


to raise income and com- 
pany tax rates to he in line 
with Germany, or that the 
UK would have to abandon 
value added tax exemptions 
for food or childrens* 
clothes. Such proposals do 
not exist at present. 

The EU commission's con- 
troversial proposals for a 20 
per cent withholding tax on 
savings were discussed only 
in the context of its request 


for a procedure to initiate 
contacts with third coun- 
tries, such as Switzerland . 
Liechtenstein or Monaco, to 
promote the establishment 
of equivalent measures. 

Debating the ElTs code of 
conduct against unfair prac- 
tices in business taxation, 
the ministers did little more 
than take note of an interim 
report by Dawn Primarolo, 
the financial secretary to the 


UK treasury. Mr lafontaine 
and Mr Strauss Kahn made 
conciliatory noises about the 
new German government’s 
policy to achieve “an effec- 
tive minimum taxation” of 
companies in the EU. Mr 
Lafontalne denied Germany 
was pushing for a floor on 
business tax rates, pointing 
out that the discussion also 
had to focus on taxes bases 
and the income levels at 


which tax rates took effect 
The French minister noted 
that revenue from business 
taxation as a percentage of 
GDP was lower in France 
and Germany than other EU- 
cotmtries. 

But the calm was illusory. 
Underlying divisions sur- 
faced in the national press 
briefings. While highlighting 
Britain's support for the 
code of conduct against 
unfair tax practices and tax 
evasion. Mr Brown was ada- 
mant that the UK would not 
accept a compulsory with- 
holding tax on savings. 

Although Mr Lafontaine 
and Mr Stranss-Kahn were 
only expressing personal 
opinions about the need for 
majority voting on tax 
issues, their remarks will 
have served as an alarm call 
to the British government. 


Editorial comment. Page 17 


CAMDESSUS IN RUSSIA 


IMF focus on 
budget deficit 
‘too narrow’ 


Embittered Turks and Kurds 
see no way out of maze 


Anger over OcaJan 
cannot be 
underestimated, 
writes Leyla Boulton 


By Andrew Jade aid 
Cariotta Gafl in Moscow and 
Stephen FkBer m Wa s hi ng to n 


Michel Camdessus. Inter- 
national Monetary Fund 
managing director, arrived 
in Moscow yesterday for 
talks with the Russian gov- 
ernment - its largest bor- 
rower. 

• But his arrival failed to 
raise hopes that a way would 
be found to revive a S22.6bn 
IMF programme that col- 
lapsed in August. 

Mr Camdessus's arrival 
came in the wake of an IMF- 
sponsored private seminar in 
Washington, which dis- 
cussed steps that should be 
taken to deal with the coun- 
try's steep economic decline. 

“I came to get better 
acquainted with the prime 
minister and, I presume, to 
have an interesting conver- 
sation with him." Mr Cam- 
dessus said in brief com- 
ments to reporters at 
Moscow's Sheremetyevo air- 
port 

Stanley Fischer, the IMF 
first deputy managing direc- 
tor. described Monday’s dis- 
cussions as "frank and 
extremely wide-ranging”. In 
a statement, he said IMF 
management and staff found 
the exchange of views 
“extremely useful in its 
ongoing effort to develop its 
policy advice to the Russian 
authorities”. 

Other participants at the 
discussions, some of whom 
preferred not to be named, 
said it was not clear whether 
the Fund could take away 
from the s eminar discussion 
any useful operational guid- 


ance on how to advance its 
discussions with Moscow. 

Peter Reddaway, a profes- 
sor of politics at George 
Washington University, said 
representatives from the 
international financ ial insti- 
tutions “gave the impression 
that they did understand 
better now than before the 
important role that politics 
plays”. 

Some speakers said they 
believed the IMF’s focus on 
the budget deficit was too 
narrow, and ways needed to 
be found to encourage the 
economy to grow. But others 
felt that the budget was 
Indeed the key. and that the 
government needed to 
improve tax collection or cut 
spending or both. 

It was acknowledged by 
some at the meeting that the 
IMF faced a severe dilemma 
because of the sheer volume 
of debt Russia now owed to 
it Russia owes some $19.ibn 
as at the end of October and 
without further IMF help its 
already severe debt problems 
are likely to increase fur- 
ther. 

Mr Camdessus is sched- 
uled to meet Yevgeny Prima- 
kov, the prime minister, and 
other officials in a series of 
talks ending today, as Russia 
continues to call for extra 
assistance -to help close a 
budget deficit which one 
government official esti- 
mated could reach RbslOObn 
($5.6bn). 

Oleg Sysuyev, President 
Boris Yeltsin's deputy chief 
of staff, said yesterday that 
it was unlikely the 1998 bud- 
get would be approved 
before the end of this .year. V 


A lmost every mother in 
Turkey has at some 
time held her breath 
while watching the evening 
news, for that is when the 
names of the country's latest 
“martyrs” are listed. 

This is the Turkish term 
for the thousands of soldiers 
killed in an atrocity-ridden 
15-year war between the con- 
script army and the Kurdish 
I PKK guerrilla group, whose 
leader, Abdullah Ocalan, is 
the focus of a bitter dispute 
between Turkey and the 
European Union. 

The conflict in the south- 
east of the country over the 
Kurdish struggle for auton- 
omy has claimed about 
40,000 lives and destroyed 
dozens of villages. It has also 
added more than STbn a year 
to an already high budget 
deficit, fuelled chronically 
high inflation and blotted 
Turkey's copybook on 
human rights, helping block 
its bid to join the EU. 

The fhet that Mr Ocalan is 
held responsible by most 
Turks for the war means 
that Italy's refusal to extra- 
dite him has sparked a wave 
of national anger. Banners 
in a recent demonstration in 
the Turkish capital summed 
up the feeling: “Damn the 
PKK. Damn Italy.” Mumtaz 
Soysal, a former foreign min- 
ister who writes for HOrri- 
yet, the country's best-sell- 
ing newspaper, says: “If you 
ask the man on the street 
whether he would rather 
have Apo [the nickname for 
Turkey's most wanted man] 
tried in Turkey or have Tur- 
key join the European 
Union, he w^uld choose the 



EU closer 
to Swiss 
free trade 
accord 


By tfidrad Sraiffl in Brussels 


A protester In Istanbul carrying a portrait of Ataturk, founder of 
modem Turkey, demands the extradition of Abdullah Ocalan AP 
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first option. So the feeling is 
quite strong in Turkey and 
that’s what Europe does not 
understand.” 

The consensus that the 
PKK's head should be cut off 
means, however, that there 
is virtually no talk among 
the country’s leaders about 
how to reconcile disgruntled 
elements among Turkey's 
12m-straug Kurdish minor- 
ity. a fifth of the country’s 
population. 

The Kurds are by no 
means homogenous: they 
comprise a disaffected mass 
in the south-east, refugees in 
the slums of big cities and 
well integrated communities 
in the west of the country 
who see no difference 
between themselves and 
other Turkish citizens. Sue* 
diversity might suggest that 
there would be a range of 
political options for Ankara 
- if it were to combine a 
strategy of pressing for Mr 
Ocalan' s extradition with 
discussing concessions for 
Kurds - to address. But 
there is nobody to talk to. 

The leader and several 
members of the moderate 
pro-Kurdish People's Democ- 
racy party were arrested 
simply for welcoming Mr 
Ocalan's forced move from 
his guerrilla camps in Syria 
to Italy as an “historic" 
opportunity for a solution. 

“The main problem in Tur- 
key is the Kurdish problem,” 
says Osman Ozgelik, the par- 
ty’s vice-chairman. “Without 
solving it you can't solve the 
other problems." 

Having won the most 
votes in 23 south-eastern 
constituencies, even though 
it failed to cross a 10 per 
cent national hurdle for 
entering parliament, the 
party sees itself as the natu- 
ral interlocutor for the gov- 
ernment. 

What makes matters 
worse is the feet that there 
has been no permanent gov- 
ernment in place In Ankara 
since the collapse last weeek 
of the coalition headed by 
Mesut Yilmaz. 

This gives the powerful 


armed forces, which have 
focused on a “military solu- 
tion" to the Kurdish prob- 
lem. an even bigger say. 

Turkey’s constitution for- 
bids political parties from 
arguing that Turkey even 
has “any minorities based on 
differences of national or 
religious culture or differ- 
ences of sect, race or lan- 
guage”. This has prevented 
any moves to allow Kurds to 
learn to read or write Kurd- 
ish or to have Kurdish lan- 
guage media, let alone any- 
thing remotely resembling 
autonomy. Even the PKK 
has stopped pressing for a 
separate state, which is sup- 
ported by only a small 
minority - 11 per cent 
according to one recent 
study - of Turkey's Kurds. 

Bahadir KaJcagasi, the rep- 
resentative in Brussels of 
Tusiad, the Turkish business 
confederation, says the prob- 
lem is that no Turkish politi- 
cian would dare to propose 
political reforms until “PKK 
terrorism is out of the pic- 
ture". He also argues that 
politicians would find it 
easier to look for a solution 
if the outside world were to 
show more understanding 
for ordinary Turks’ suffering 
at the hands of the PKK. 

Turkey’s politicians have 
been here before. In 1990, 
Hikmet Cetin, a Kurdish 
deputy who now serves as 
speaker of the Turkish par- 
liament. recommended free < 
expression of Kurds’ iden- ! 
tity. abolition of the area's 
state of emergency, and an 
ambitious programme of 
regional development. In 
1993. President Tin-gut Ozal 
entertained the possibility of 
more rights for the Kurds 
but died the day after Mr 
Ocalan offered a short-lived 
ceasefire. In both cases, how- 
ever, talk of peace was set to 
be undercut by more nation- 
alistic rivals. 

The difference now is that 
Mr Ocalan has never been so 
close to being isolated from 
the picture - the condition 
set by Turkey for a solution 
to the Kurdish problem. 


The European Union 
yesterday removed the main 
obstacle to a free trade 
agreement with Switzerland 
when transport ministers 
agreed, two innovative deals 
affecting charges for lorries 
crossing the Alps. 

Neil Kinnock. EU trans- 
port commissioner, said the 
agreements would save the 
EU at least Ecu50m ($58m) a 
year - partly by allowing 
companies to use shorter 
routes, through Switzerland. 

One of the two agreements 
win introduce into EU law 
for the first time the princi- 
ple that road charges for lor- 
ries can be varied depending 
on environmental criteria. 

The principle is that the 
polluter pays,” said. Mr Kin-. < 
nock. He hoped member 
states would introduce siml- | 
lar rules when setting up j 
systems for charging lorries : 
for the use of roads. 

Yesterday's accords clear 
the way for the EU to negoti- 
ate with Switzerland a free 
trade pact under discussion 
since the Swiss rejected 
European Economic Area 
membership in 1992. 

The first, reached yester- 
day morning, is an EU deal 
with Switzerland allowing 
increasing numbers of 40- 
tonne trucks to travel 
through that country until 
quota curbs are lifted, in 
2005. At present. Switzerland 
refuses access to trucks over 
28 tonnes. 

. The Swiss agreement will 
help tackle growing road 
congestion in the Alpine 
area, particularly over the 
Brenner Pass. The European 
C ommiss ion said air pollu- 
tion in the Alps would be 
reduced and EU access to 
Swiss markets increased. 

The second deal contains 
rules on lorry charges in the 
| so-called Eurovignette 
I motorway charging system 
operated by Sweden. Den- 
mark, Belgium, Germany, 
the Netherlands and Luxem- 
bourg: It allows differential 
charging based on environ- 
mental criteria. Including 
pollution factors and weight. 

The two deals were closely 
linked and failure to agree 
them in recent years had 
held up progress ou the 
Swiss free trade pact which 
also covers air transport, 
agriculture, research, public 
procurement, mutual recog- 
nition of standards and free 
movement of people. 

In the Eurovignette agree- 
ment. annual charges will 
range from Ecu750 to 
EcuL550. with a daily rate of 
E cu s. The Swiss accord will 
allow entry of 250.000 40- 
tonne trucks In- the year 
2000, rising to 400,000 in 2004. 
-Trucks up to 34 tonnes wifi 
have unlimited actress In . 
2Q0L 


to promote a European pact 
to combat youth and long 
term unemployment. 

But there were clear ten- 
sions over Germany's plans 
for 8 phased . withdrawal 
from nuclear power as an 
energy source, and oyer 
comments by Jfiscfc&ft 
Fischer, the German Green 
foreign minister, urging 
Nato to renounce the first 
use of nuclear weapons. The 
two countries are setting up 
a joint working group to 
resolve what Mr Chirac 1 
described as “technical" 
problems on nuclear energy. 


cuts euro-zone 
growth forecast 


fiy WQtypng Mtadan : 

taftwvHwt 


The European Central Bank 
yesterday warned of a slow* 
down Lfc aeonbatie growth 
for 1999, following new signs 
of a shaip deterioration la 
economic activity. In some 
European . countries In 

Novemher: 

Wlm Duisenberg, presi- 


confidence within the euro 
area, and thereby domestic 
demand, could be negatively 
affected. Confidence in the 
corporate .sector has already 
deriintd," he said. 

His comments marked a 
significant change from pro 
vioua statements, which 
gave a far more upbeat 
assessment of the economic 
.outlook. The ECB had prevf- 


dent of the ECB. announced/ ousiy forecast a growth rate 
a preliminary growth fore/ for 1990 of a per cent, 
cast for the euro-atae of S»‘ Mr Duisenberg's cam- 
per cent for- next year, but meets come amid tacrawing 


I warned there was a risk that 
the rate could foil lower. 

Speaking at a press confer- 
ence followi ng a regular 
meeting erf the RGB's govern- 
ing council, Mr Duisenberg 
I also announced a 4,5 per 
cent annual growth objective 
for M3, a measure of broad 
money and a key policy vari- 
able. He said the figure was 
a reference value, but not a 
formal target 

Mir Duisenberg said the 
reference value was, based 
on an assumption that infla- 
tion would be 2 per cent or 
less, economic growth 
between £ and SL5 per cent, ' 
and that there would be a 
technical adjustment - 


concern about an economic 
slowdown In Germany and 
other core European coun- 
tries. Eurostat, the European 
statistics office, yesterday 
reported that euro-zone infla- 
tion has remained at a 
record tow during October, 
at an annual of l per cent, 
unchanged ftum September. 

Mr Duisenberg said eco- 
nomic policy would be con- 
ducted "particularly in the 
Interest of supporting confi- 
dence". He reiterated his coll 
an governments to maintain 
a tight fiscal policy, and he 
also called on employers and 
trade unions to maintain 
wage moderation. 

Mr Duisenberg also pre- 


accounting for between CL5 dieted that the n members 
and l per cent ■- for the of the economic and man* 


velodty with which money 
circulates in the economy. 

He said the chosen mone- 
tary target was sufficiently 
flexible to take account of 
the growing economic risks. 

“Apart from global devel- 
opments the most rfgniff«wnt 
risk for all forecasts is that 


tary union would eventually 
harmonise their tax rates. "I 
expect that something like 
this will happen over time - 
maybe decades. But the tax 
structures will look iuervas- 
ingly alike although they 
might not be exactly the 
same," he said. 


NEWS DIGEST 


CALL FOR SHIFT IN EXPENDITURE 


EU states urged to favour 
spending on investment 


The European Commission is today expected to can on 
European Union countries to restructure government 
expenditure in favour of investment especially in infra- 
structure, rather than current spending. 

It win warn, however, that the budgetary discipline put in 
place ahead of economic and monetary union must not be 
Jeopardised by any increased emphasis placed on invest- 
ment spending. 

The call for a change in emphasis comes in a communi- 
cation ffdm Yvea-Thtoault da Sflguy, mone ta ry affairs com- 
missioner, In agreement with Jacques Santer, Commission 
president, and Neil Kinnock, transport commissioner. It is 
expected to be backed by other commissioners. 

Last month, Mario Monti, single market commissioner, 
cafed for a looser interpretation of the German-inspired 
stability and growth pact, foe cornerstone of foe EU com- 
mitment to enforce fiscal discipline among foe 11 mem- 
bers of the single currency zona 

Today’s paper says that when foe Commission makes 
assessments for the stability pact, it win take the adequacy 
of pubHc investment into account It calls for new methods 
to provide infrastructure through private sector involvement 
and for foe European investment Bank to develop instru- 
ments for sharing risk in infrastructure projects. 

Michael Smith, Brussels 


GREEK PRIVATISATION 


Duty-free sale collapses 


&eeoe's fast-track privatisation programme has suffered a 
setback with foe collapse of a DrSObn ($279m) deal to sell 
Hellenic Duty-Free (HDF), foe state-controlled chain of 
duty-free shops, to a French-Greek consortium. 

The finance ministry yesterday annulled foe sale after 
Sarasco, foe French duty-free operator, failed to secure its 
share of financing to acquire 67 per cent of HDF. The two 
other consortium partners, Papaeffinas and Samntis, both 
Greek cosmetics retailers, had already arranged financing 
with local banks. 

DEKA, the finance mfolstry company which handles pri- 
vatisation deals, Is expected to start negotiations shortly 
with other bidders. Kbrin Hope, Athens 


EU EXPANSION 


Hungary voices entry fears 


Viktor Orban, Hungarian prime minister, yesterday voiced 
concern that the European Union would raise membership 
requirements for Hungary and other states. . 

Mr Orban said Hungary would be ready for EU member- 
ship in 2002 or 2003. This was the first time he has pub- 
licly accepted a possible delay to Hungary’s self-appointed 
deadline for membership on January 1 2002. 

Mr Orban said “new fears" existed in Hungary, the 
Czech Republic and Poland about EU requirements. In 
particular. Mr Orban said the EU appeared unwilling to 
extend free movement of labour to foe new member 
states. Kester Eddy, Budapest 


PORTUGUESE INTERNET CHARGES 


Web surfers stage boycott 


Web surfers in Portugal organised a 24-hour boycott of 
foe internet yesterday in protest against “foe exorbitant 
cost of a defective and slow service". The action against 
the tariffs charged by Portugal Telecom and other provid- 
ers for accessing foe internet was supported by several 
natio nal o rganisations, including the Communist party and 
the CGTP-Intensfridlcal, one of the two main trade union 
federations. 

Users were urged not to use the Internet and to make 
only a protest message accessible on their sites. The 
action follows a similar protest In Spain earlier this year. 
Portuguese Internet users pay foe highest tariffs in Europe, 
■according to the organisers of foe boycott. 

Peter Wise, Lisbon 
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HOLOCAUST ASSETS 


P -H G I °_y. E J p ROPERTY CONFISCATION 


Assurance 

from UK on 


By Wcftard WotffE mu 

J°*wi Auttere tai Washington 


The British government 
yesterday committed itself to 
repaying hundreds of Holo- 
caust victims for mfninnf j of 
pounds worth of property 
confiscated during the sec- 
ond world war. 

Lord Janner, the former 
Labour member of parlia- 
ment and chairman of the 
Holocaust Educational 
Trust, told the international 
conference on Holocaust 
assets in Washington that 
the UK government had for- 
mally agreed to repay vic- 
tims fully for assets seized in 
Britain. 

The assets mainly involve 
victims " from Hungary, 
Romania, Bulgaria and the 
Czech Republic, whose prop- 
erty was confiscated by the 
British government because 
their countries were held to 
be allied with the Nazis. 

Lord Janner said the Brit- 
ish government's attempts 
in the 1950s to repay Holo- 
caust victims for their con- 
fiscated property had been 
“limited, inadequate and 
even grossly unfair 1 *. 

The Holocaust Educational 
Trust has so far identified 
around 300 c laiman ts from 
eastern Europe, Israel and 
Argentina who will be 


allowed to claim their prop- 
fifty with “reasonable proof* 
of ownership. 

The British announcement 
came on the first ftiS day of 
the Washington conference, 
which has drawn delegates 
from 45 countries to wires - 
how to resolve the disputed 
claims of Holocaust survi- 
vors over assets seized dur- 
ing the war. 

Madeleine Albright, US 
secretary of state, opened 
the conference with an emo- 
tional plea to delegates, to 
come' to an international ■ 
consensus on victims’ assets 
- in particular looted art 
and un paid insurance. 

Qting the memory of her 
Czech. Jewish grandparents 
who were murdered in rtu» 
Holocaust, Ms Albright said; 
“I think of the blood that is 
in my family veins. Does it 
matter what kind of blood It 
is? It shouldn't. . . But it mat- 
tered to Hitler. And that is 
why it matters to ns alL 
Becanse that is why 6m Jews 
died." 

She added: “The struggle 
to reveal and deal with the 
full truth surrounding the 
handling of Holocaustera 
assets Is wrenching; hut 
also cathartic. -Only by 
knowing and being honest 
about the past can we gain 
peace in the present -and 



LOOTED ART QUANDARY FOR MUSEUMS 


US to reveal 
details of 
traffickers 


By Join Anthers and 
Rfcftanl Woffle 


'Portrait of Waly* by Egon SchtaSe. Two Schiele paintings have remained k> custody at Hew York's Museum of Modem Ait 


confidence in the future." 

The conference heard bow 
the most contentions issues 
surrounding : Holocaust 
assets - looted Nazi gold and 
the dormant bank accounts 
of Holocaust victims - bad. 
been largely settled since 
last year's initial meeting in 
London. 

The two largest Swiss 
hanks last summer agreed a 
$l.25bn settlement with 
Holocaust survivors and 

their representatives. 


Elan Steinberg, executive 
director of the World Jewish 
Congress - which led the 
worldwide campaign' over 
Nazi gold - said: “The issue 
of material restitution has 
been arrived at with the set- 
tlement, and that issue is 
closed." 

Swiss officials appeared 
relieved that the controversy 
over Swiss hanks had 
receded and that attention 
had moved to the actions of 
other countries, including 


several eastern European 
countries. 

At the first substantive 
debate of the day. the gov- 
ernment of Slovenia pledged 
to contribute to an interna- 
tional fund for Holocaust 
victims, joining 15 other gov- 
ernments which have prom- 
ised to compensate Jewish 
groups for looted gold and 
cash. The Dutch government 
said it would contribute 
glim to the fund yesterday, 
bringing the fund's nominal 


total to more than $ 60 m. 

Italy and the UK indicated 
that they would begin 
distributing cash from the 
fund to Jewish groups in the 
near future. 

The World Jewish Con- 
gress and the British delega- 
tion yesterday called for a 
continuing “mechanism" - 
and possibly a further inter- 
national conference - to 
maintain the impetus on 
resolving Holocaust victims' 
assets. 


COMPENSATION COMMITTEE BODY WILL REPORT BY THE END OF NEXT YEAR ON THE NATURE AND AMOUNT TO BE AWARDED 


French bankers to support government’s plans 


By Samer Isfcandar in Paris 


French bankers have agreed 
to support new government 
initiatives to compensate 
victims of the; Nazi occupa- 
tion during the second, world 
war. 

Lionel Jospin, prime min- 
ister. announced at the 
weekend the creation of a 
body to pvamine individual 


claims for compensation. He 
also awarded FFrlOm ($L7m) 
to the Matteoli committee, 
named after Its chairman 
Jean Matteoli, which is to 
make proposals on the 
.nature, and amount of com- 
pensation after completing 
an investigation by the end 
of next year. 

“The hanks believe the 
measures represent a crucial 


and very positive develop- 
ment in the process of identi- 
fying stolen or dormant 
assets and returning them to 
their original owners or 
their successors." said the 
French Bankers' Association 
CAFE), the industry’s trade 
body. The AFB said the 
main banks had almost com- 
pleted the tasks assigned to 
them under the government- 


led initiatives, and that they 
would “continue to co- 
operate fully in order to 
uncover all facts and docu- 
ments relevant to the indi- 
vidual claims process”. 

The process in France is 
more complicated than in 
countries such as Switzer- 
land - where banks have 
already reached an agree- 
ment with victims' represen- 


tatives - because responsi- 
bility for dormant accounts 
is shared between the gov- 
ernment and the private sec- 
tor. Under French law, bank 
accounts are automatically 
transferred to state- 
controlled institutions when 
they have been dormant for 
30 years. However, banks 
remain responsible for the 
contents of safe deposit 


boxes, about which the law 
is less clear cut. 

Furthermore, any new list 
of dormant assets will have 
to be offset against assets 
returned as part of a govern- 
ment initiative launched in 
1944. Mr Jospin also pledged 
FFrSOm of public funds for 
the enlargement of an exist- 
ing memorial to Jewish mar- 
tyrs. 


The US State Department is 
preparing to release a list 
naming more than 2 , 0 oh art 
dealers suspected of traffick- 
ing in art looted by the 
Nazis, it emerged yesterday 
as the 44 -nation Interna- 
tional Conference on Holo- 
caust-Era Assets opened in 
Washington. 

Stuart Eizenstat, the US 
undersecretary of state who 
has led the US reaction to 
the “Nazi gold" affair, said 
be would be publicising the 
list, compiled shortly after 
the war by the OSS. the 
CIA's predecessor, in an 
effort to rebuild confidence 
in the art market 

Research conducted at the 
time by the OSS suggested 
that between $2bn and 
$2.5bn at 1945 prices bad 
been stolen - a figure which 
may have increased tenfold 
since then given inflation 
and the volatile state of the 
art market A French gov- 
ernment report published at 
the time suggested that 
about a fifth of the world's 
art treasures, by market 
value, had been stolen by 
the Nazis. 

Art will be strongly 
debated today but there is 
little sign of agreement on 
how the issue should be 
resolved. Far more countries 
and far more individuals are 
involved than in the cases of 
dormant Swiss bank 
accounts or unpaid pre-war 
insurance policies, both of 
which are being settled with 
the aid of specially formed 
international commissions. 

Galleries are unclear what 
policy to take. A pair of 
paintings by the Austrian 
artist Egon Schiele have 
.remained in custody at New 
York’s Museum of Modern 
Art since the beginning of 
the year, following claims by 
descendants of Holocaust 
victims living locally that 
the paintings had been sto- 


len from their ancestors. 
Manhattan's district attor- 
ney has demanded that the 
paintings, on loan from Aus- 
tria, should not leave the US, 
while the museum has con- 
tested the ruling. Several 
gallery directors and cura- 
tors are at the conference in 
Washington. 

France is at the centre of 
the controversy, because it 
has already publicised 
details of 3.058 artworks 
which are known to have 
been stolen and which are 
kept in French museums 
and art galleries. 

Elan Steinberg, executive 
director of the World Jewish 
Congress, described these 
paintings as “the last prison- 
ers of war which should now 
be released". He said some 
works had even been loaned 
by French museums to for- 
eign galleries. For example, 
a stolen work by Utrillo was 
lent to a gallery in Israel. He 
added: “The French govern- 
ment. I am sure, would not 
want to be the beneficiary of 
an enrichment which we 
denied to the Nazis.” 

There is also controversy 
over what proportion of the 
art works can ultimately be 
traced to Jewish owners. 

The problem is not 
restricted to France. In 
Britain, the Holocaust Edu- 
cational Trust has published 
n report saying that British 
policy towards looted art 
after the war was inconsis- 
tent "bending the rules for 
the well-connected, includ- 
ing some German aristo- 
crats. while remaining 
inflexible for some victims, 
even where hardship and 
injustice would result”. 

Heirs of Heinrich 
Himmler, head of the SS. 
were allowed by the British 
to keep some of their stolen 
assets, according to the 
report, while paintings were 
taken from the German 
embassy in London, despite 
suggestions they were sto- 
len. 
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JIANG'S STATE VISIT ATTEMPTS TO FOSTER MUTUAL TRUST HAVE BACKFIRED OVER ISSUES OF WAR CRIMES AND UN REPRESENTATION 


Japan tour leaves sour taste in Beijing 


By Michfyii Nakamotn snTofcyo 
and James Kynge tn Beijing 


China made clear its 
frustration and anger yester- 
day over Tokyo's conduct 
during President Jiang 
Zemin's visit to Japan in a 
sign that the landmark meet- 
ing failed to breed trust and 
understanding between the 
two Asian giants. 

Mr Jiang returned to Bei- 
jing on Monday leaving the 
public in both countries 
wondering whether bilateral 
relations might not have 
been better off without the 
much-heralded state visit - 
the first by a Chinese head 
or state to Japan. 

It was bad enough that the 
two leaders refused to sign 
the bilateral communique, 
supposed to be the highlight 
of the visit. 

Mr Jiang managed to stir 
resentment among his hosts 
by his persistent reference to 
Japanese atrocities against 
the Chinese people during 
the second world war and 
Ins insistence on an official 
apology, while the Chinese 
were unhappy with the Japa- 
nese refusal to apologise 
unequivocally Tor its war 
aggression. 

A scathing editorial yester- 
day in the China Daily, an 
official newspaper, left no 
doubt about Beijing’s hurt. 
Criticism centred especially 
on remarks made during Mr 
Jiang's visit by Hiromu Now- 
aka. the Japanese chief cabi- 
net secretary. He was alleged 
to have said Japan had apol- 






Thafs enough: China’s president Jiang Zemin (right) leaving Japan with his wife attar an emotio na lly grueflmg trip 


ogised enough for the war in 
c hina which, he said, was 
undertaken by a “small 
group of militarists". 

“Unless Japan fully real- 
ises its past misdirected path 
and sincerely makes 
amends, people of the world, 
especially former victims, 
cannot but eye it with suspi- 
cion and revulsion," the 
newspaper editorial said. It 
warned China could not 


“watch, listen and sit while 
old-guard Japanese politi- 
cians and rigfatwing newspa- 
pers" kept “raving and blus- 
tering so close to oar side”. 

The Japanese foreign min- 
istry said Mr Nonaka had 
been misquoted. It said he 
was paraphrasing what Mr 
Jiang had said - that while 
some people believed Japan 
had apologised enough for 
atrocities undertaken “by a 


small group of people," Mr 
Jiang himself believed it was 
necessary to remember those 
acts. 

Beijing had also hoped 
before the summit that 
Japan would at least reiter- 
ate the “three Noes”, stated 
by President Bill Clinton in 
a recent visit. That is a 
three-part formula against 
Taiwan independence, the 
Island's membership in the 


United Nations or other 
forums that require state- 
hood, and any recognition of 
Taipei as a political entity 
separate from China. 

In the event Tokyo "gave 
less than Clinton on 
Taiwan,” said Gerald Segal. 
Asia specialist at th** Inter- 
national Institute for Strate- 
gic Studies in London. 

Diplomats suggested the 
chances for a substantive 


summit may have been scup- 
pered two days, before it 
started when China and Rus- 
sia issued a joint declaration 
winch, appeared to undercut 
previous expressions of sup- 
port by Moscow for Japan’s 
permanent membership of 
the United Nations security 
council. “China is more than 
reluctant to let Japan accede 
to permanent membership of 
the Security Council., Tt 
wants to remain' the sole 
voice tn east Asia on. the 
council." said Jean-Pie rre 
Cabestan, . director of the 
French Research Centre on 
Contemporary China In 
Hoag Kong. 

Yet, in spite of the appar- 
ent lack of results, some 
believe the visit marks a 
-turning point in bilateral 
relations. "The fact that - tt 
happened was almost 
enough." said one western 
diplomat in Tokyo. 

Mr Jiang had Barber post- 
poned his scheduled visit to 
Tokyo - a decision attri- 
buted to unhappiness over 
Japamse plans, to implement 
new security guidelines 
agreed with the US which 
could lead . to Japanese 
involvement tn places such 
as Taiwan. By reversing that 
decision and coming to 
Japan. Mr Jiang ensured the 
two countries remain 
engaged. For that, China will 
receive Y390bn ($3.2bn) In 
tarns in the next two fiscal 
years. A series of coopera- 
tive deals were also signed, 
including assistance to 
tackle environmental issues. 


Thailand plans deficit 
with nod from IMF 


HK plays down 
tax cut hopes 


By Ted Bardacke hi Bangkok 


Thailand plans to run a 
government deficit of 6.5 per 
cent of gross domestic prod- 
uct next year with the bless- 
ing of the International Mon- 
etary Fund. But the 
government said difficulties 
in parliament meant it could 
no longer commit itself to 
passing crucial legal reforms 
within a specified time. 

The deficit, set out In the 
country's latest letter of 
intent with the IMF and 
approved by the cabinet yes- 
terday, includes a central 
government budget deficit 
equal to 3 per cent of GDP, a 
2 per cent deficit incurred by 
state enterprises and local 
governments and a 15 per 
cent deficit to help finance 
the costs of restructuring the 
financial system. 

Additional government 
spending announced yester- 
day - totalling Bt200bn 
(S5.5bn> or 2 per cent of GDP 
- will go primarily to financ- 


ing public works and devel- 
opment programmes to help 
alleviate the social impact of 
the country's economic cri- 
sis, especially in rural areas. 

With the planned increase 
in spending, the economy is 
expected to grow by 1 per 
cent next year after contract- 
ing at least 7 per cent this 
year, implying growth of 
between 3 and 4 per cent by 
the fourth quarter of 1999. 

“We are confident this def- 
icit can be quickly scaled 
back once growth resumes, 
preserving the medium-term 
strength of Thailand's fiscal 
position," the letter added. 
To gain acceptance of this 
additional spending and 
receive another S480m from 
its $17J2bn IMF rescue pack- 
age, Thailand must be 
granted a waiver by the IMF 
board for missing an October 
31 deadline to amend its new 
bankruptcy law. 

Those amendments, along 
with new foreclosure proce- 
dures to help speed debt 


restructuring, and measures 
to open up land and corpo- 
rate ownership to foreigners, 
are being delayed by opposi- 
tion in the Senate. Commit- 
ments to pass such reforms, 
included in previous agree- 
ments, were omitted in the 
latest accord. 

Analysts said the removal 
of the legal reform timetable 
could help the government 
politically by enabling it to 
reject charges that the con- 
troversial legislation is being 
forced on it by the IMF. . 

“The government will do 
Its best to pass the laws. . We 
are serious about enacting 
these laws. We think they 
are important and need to be 
passed," said Tarrin Nlm- 

nmpnfaftpminrta, flnancp min- 
ister. Banking reform mea- 
sures are on track, including 
implementing strict provi- 
sioning requirements and a , 
pledge to have the six 
remaining private sector 
banks submit realistic capi- 
tal raising plans next month. 


By Louisa Lucas in (king Kong 


Donald Tsang, Hong Kang's 
financial secretary, yester- 
day warned that there would 
be tittle opportunity for new- 
spending or for tax cuts in 
the budget next year. 

The government, lacing a 
fiscal deficit of at least 
HK$20bn (USS2.6bn) this 
year, has come under pres- 
sure to offer both. Rising 
unemployment has intensi- 
fied calls to increase welfare 
spending, while some in the 
business community have 
argued for tax concessions to 
enhance competitiveness. 

Concerns over competi- 
tiveness have grown after 
Singapore's decision to cut 
wages and award corporate 
and property tax rebates. 
Some infrastructure costs 
have been trimmed, includ- 
ing airport fees. 

Charges at Chek Lap Kok, 
Hong Kong’s new airport, 
rank second only to Japan, 
airline chiefs say. The indus- 


try is pushing for a reduc- 
tion in charges, arguing that 
the ailing tourism and retail 
sectors will suffer if Hong 
Kong loses the edge as an 
aviation hub. 

The Heritage Foundation, 
the Washington-based right- 
wing think-tank, has 
suggested in its annual 
index of economic freedom 
that Hong Kong is in danger 
of losing its status as the 
world's freest economy - to 
Singapore. The index is 
based on various measures, 
including trade policy, taxa- 
tion and man&&ry policy. 

After 'the goyefriment's 
stock market intervention 
earlier this year, Hong Kong 
“will not be in the number 
one position a year from 
now. unless it sees the error 
of its ways", said Edwin 
Feulner, foundation presi- 
dent. The government has 
said it will divest its 
HKSlISbn share portfolio but 
is unlikely to do so in the 
near term. 


Policy 
rethink 
urged 
for Asia 


By Louisa Lucas 


SHARIF’S WASHINGTON VISIT HEADWAY ON NUCLEAR ISSUES ARE VITAL IN RETURN FOR ECONOMIC SUPPORT 


■» 

Pakistan PM faces a determined US 


By Stephen Fkfler in 
Washington and Fartian Bofcbari 
in Islamabad 


Nawaz Sharif, the Pakistan 
prime minister, meets Presi- 
dent Bill Clinton today in 
Washington, hoping to 
secure US backing to deal 
with his country's falling 
foreign exchange reserves 
and increasing arrears on its 
foreign debts. 

But to do this, Mr Sharif - 
who in May triggered US 
sanctions by authorising 
nuclear weapons tests in 
response to testing by Pakis- 
tan’s neighbour and rival, 
India - must satisfy Mr Clin- 
ton's administration that 
Pakistan's nuclear pro- 
gramme will not further 
destabilise the region. 

The US has already indi- 
cated that it will ease some 


sanctions because of Pakis- 
tan’s response to its security 
concerns. Because of Pakis- 
tan's economic plight, the 
US has said it will not stand 
in the way of an economic 
programme with the Interna- 
tional Monetary Fund or 
loans from the World Bank 
to support it. The main ele- 
ments of an IMF programme 
were agreed with the Fund 
last week. 

The country's foreign 
exchange reserves have 
fallen sharply to just over 
$400m, equivalent to less 
than two weeks of imports, 
and it has accumulated 
almost $l.4bn in unpaid 
debts to commercial banks 
and other creditors since 
June, when sanctions were 
imposed. 

US officials say that they 
will be urging the Pakistani 


leader to take several impor- 
tant steps over its nuclear 
programme. Washington 
wants Mr Sharif to follow up 
an announcement he made 
at the United Nations in Sep- 
tember with signature and 
ratification of the Compre- 
hensive Test Ban Treaty. 

It is palling on P akistan to 
stop production of fissile 
material, and to commit 
itself to stop the further 
spread of the nuclear tech- 
nology. Last, the US is 
urging "strategic restraint" 
on Pakistan, signalling it 
wants it to stop missile tests 
and not place nuclear war- 
heads on weapons. 

“This is the area where 
the greatest amount of work 
still has to be done," a US 
State Department official 
said. 

According to Pakistani 


officials. Pakistan is likely to 
offer furth er as surances on 
signing the CTBT. Islamabad 
is also preparing new draff 
laws to prevent the export of 
fissile material. 

US officials say the issue 
of Kashmir - the main flash- 
point of the rivalry between 
India and Pakistan - is 
expected to be raised in the 
talks, with the US likely to 
urge a “serious dialogue” 
between the two countries 
over the issue. 

According to Siddique 
Kanju, Pakistan's junior for- 
eign minister: “We are now 
sitting on a nuclear ised 
south Asia which has 
increased the sensitivity of 
the region to the interna- 
tional community." 

Mr Sharif s critics, includ- 
ing the opposition Pakistan 
People's party (PPP) warn 


that a series of domestic con- 
troversies have weakened 
his position, and made it dif- 
ficult for him to concede 
ground without facing accu- 
sations of a sell-out on vital 
national interests. 

According bo Khalid Meh- 
mood, a senior analyst at 
Islamabad’s Institute for 
Regional Studies, “Pakistan 
has no choice, no option left, 
but to sigh the CTBT, to 
overcome its severe eco- 
nomic problems”. 

At today’s White House 
meeting, Mr Clinton will be 
joined by Madeleine 
Albright, US secretary of 
state. Mr Sharif will also 
meet William Cohen, the 
defence secretary, and Rob- 
ert Rubin, treasury secre- 
tary. Talks are also expected 
with IMF and World Bank 
officials. 


Asian governments must 
rethink policy ami increase 
social spending to avoid 
exacerbating the social fall- 
out from the regional finan- 
cial crisis, the International 
Labour Organisation warned 
yesterday. 

“Just as the Depression in 
the 1930s forged a new soda! 
contract In Industrialised 
countries. in_-the 1980a. so 
must the current Asia crisis 
save as an impetus to creat- 
ing a more socially-oriented 
model for development.” 
said Eddy Lee, a director of 
ILO and author of Its latest 
report*. 

The unemployment ton in 
Asia had risen Easter than 
most analysts predicted. 
According to the ILO, one in 
every five formal sector jobs 
in Indonesia had been wiped 
out this year. 

It expected an additional 
20 per cent of the Indonesian 
population, or around 40m 
people, to fall into poverty In 
1398. ... 

Despite the rising ranks of 
unemployed, only South 
Korea provided unemploy- 
ment benefits and these, the 
ILO said, were modest and 
only paid for a short dura- 
tion. Elsewhere, those who 
helped fuel the Asian eco- 
nomic miracle have ulti- 
mately been failed by it. 

“The gamble that you 
could have rapid economic 
growth and that could take 
care of social problems has 
been proven by the dramatic 
nature of the crisis to have 
been til advised," said Mr 
Lee. 

He argued that the cre- 
ation of unemployment 
insurance would be bath fea- 
sible and affordable for 
Asian governments, requir- 
ing a contribution of just 1 
to 4 per cent of payroll, or a 
fraction, of GDP. 

*The Asian Financial Crisis : 
The Challenge far Social Pol- 
icy. . 


NEWS DIGEST 

JAPANESE CORRUPfK)NSCW*DW- 

Fuji Heavy chief arrested 
on bribery allegations 


Isamu Kawai. chrtman erf Fuji 

b-kibH MBi^nJav on 'suspicion at ononis a nrnnaor wr 
parflamerS^Sr to win a defence agency contract to 

Fuji Hwvyimafcor of Legacy "““^9 

supplier to the defence agency. Mr Kawai. 

HeavyTtom Nissan OieaeLwhere tw wasfomeibFPnss^ 
dent, has been a central figure in the Japanese defence 

M?k!^ is accused of instructing a former nunaging 
director at Fuji Heavy r who was wrested eartterj tms. month, 
to rive YoUro Nakajima. a member of parBarnert lor the 
rriSg Uben? Democratic party. Y5m {*«>.«»> 
don tor Ms work to ensure Fuji Heavy received 
defence agency cont ract to bu ild toe ampfttaous ajoaft. 

Mr Naksiima was paritamsrtary deputy minister 01 me 
dafenceagoncy when toe bkfc&ng process was under wav. 
MicMyo Naksmoto, Tokyo 


INDEPENDENT MP QUITS 


NZ government under pressure 

The future of New Zealand’s minority. government ted tor 
Jenny Shipley of toe National party looked shakier last 
night after the surprise resignation of Deborah Mortis, cm 
independent member of parliament, over defence spending 
Issues. Her resignation deepens the National party's prob- 
lems in having to rely on independent members for its sin- 
gle beat majority. 

Ms Morris resigned just an hour after toe government 

announced it was going ahead with a controversial pkm to 
l ea se a squadron of 28 F-16 fighters from the US. Ms 
Morris had supported toe government on important issues. 
She said she was opposed to further defence spending 
but that toe decision to buy the F-I6s was just one of a 
number of issues that had ted to her decision to resign 
tram parliament. The National party had bowed to its crit- 
ics In deciding not to buy a third Arwac class frigate from 
Australia but agreed to boost defence spending and 
Increase the size of the armed forces by 500 personal. 
Terry HeU. Wellington 


NATIONAL PARK 


Canberra refuses to haft mine 


The Australian government yesterday rejected a request by 
the Untied Nations World Heritage committee to halt con- 
struction of a uranium mine in a national park. Canberra 
said it would compile a “comprehensive rebuttal" of the 
committee's criticisms of the JabOuka mine project in the 
Northern Territory. 

The mine te located within toe World Heritage-listed 
Kakadu rational park but is not technically pert a? too . 
park. Mining leases held by Energy Resources of Australia 
for JabSuka and the nearby Ranger uranium mint pre- 
dated the World Heritage listing, officiate said. 

The committee asked the Austraflan government this 
week to order suspension of construction on JabOUka until 
further environmental assessments could be made It gave 
Australia until April to prove the mine did not pose a grave 
threat to the park. Robert HU. Australia's environment min- 
ister, said toe World Heritage report, which claimed the 
mine would severely endanger the Guttural and natural val- 
ues of Kakadu park, was "teased, unbalanced and lacking 
In objectivity". Gwen Robinson. Sydney 


DEMOCRACY MOVEMENT 


Beijing detains top dissidents 


In an apparent attempt to crash a budding opposition 
party, Chinese police have detained two prominent dissi- 
dents and three other democracy canq>a»gners. a human 
rights group and relatives of those taken into custody said 
yesterday. Police In two cities descended on the homes of 
Xu Wenli, Qin Yongmin and other members of the China 
Democracy party on Monday night and took them away, 
toe group said. 

The action was one of the harshest since dissidents 
announced the formation of the would-be opposition 
group in June to challenge the Communist party's monop- 
oly on power. 

U Peng, the party's legislative chairman, was quoted 
yesterday as saying western- style democracy was inap- 
propriate for China and opposition groups would not be 
tolerated. If organisations seek a “mufti-party system and 
try to negate the leadership of the Communist party, then 
they wiD not be allowed to exist," he said. AP, Beijing 


NEW JAPANESE CARS 


Sales fall 13.8% in November 



Sales of new care in November fefl by 13.8 per cent year- 
on-year to 239,409 units, toe Japan Aotomobite Dealers 
Association said yesterday. In October, new-car sales left 
by 14.0 per cent Including sales of tracks and buses, total 
new motor vehicle sales in November fell by 15.9 per cent 
year-on-year to 326,551 units, it said, after a faflin Octo- 
ber of 17.1 per cent 

Toyota Motor’s November sales fell by 1 4.5 percent 
year-on-year to 143,424 units; Nissan sales declined by 
11.0 per cent year-on-year to 63,268; Honda's sales 
dropped by 33.7 per cent year-on-year to 32.344; and Mit- 
subishi sates declined by 15 per cent year to 23,692. 
Mazda Motor’s November vehide sates rose 9.5 per cent 
year-on-year to 1 9,425 units. 

Sates of Imported motor vehicles feD 17.1 per cent year- 
on-year to 22,252 units, the association said. AFX, Tokyo 
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PoBticiflns from the Socialist 
- Party trf Jos6 Miguel insult 
the Chilean foreign minister 
have written to Jack Straw! 
UK home secretary, ftwfaHug 
that General Angusto Pino- 
chfit could not be brou ght to 
justice In Chile. 

lasting a series of judicial 
and political obstacles which 
would, they say, have to be 
removed in order to resolve 
the issue, the politicians 
nave taken an opposite line 
to that of Mr irmnf»» w ja 0 jg 
in Europe trying to prevent 
the former dictator’s extradi- 
tion from the UK to Spain on 
charges of genocide, terror- 
ism and torture. 

The Socialists have urged 
a limit to the scope of the 
m ilit ar y courts (which rou- 
tinely take over jurisdiction 


In a case in which the m£U- 
tary are Involved), and 
repeal of an amnesty which, 
pardons all those involved In 
political crimes committed 
between 1973 and 1980. - 
Mr Straw has until Decem- 
ber n to decide whether to 
authorise extradition pro- 
ceedings. Gen Pinochet was 
arrested on October 16 . 

Mr Insulsa said yesterday 
his talks in London 
Madrid had produced "some 
positive signs" about a iota-, 
tion to the case. But be 
refused to say what' these 
were, and made clea r he had 
received “no commitment 
from anybody". • 

After meeting his Spanish 
counterpart, Abel Ms totes, 
he raised the prospect of a 
trial in Chile If Gen Pino- 
chet’s immunity as a mem- 
ber of the Senate was lifted. 
But he said the Gbilean gov- 
ernment was under no oWl- 



Quebec voters 
plump for more 
of the same 


By Edward Aldan in Toronto 


Straw: jtodedde on axtradllfan Ptnoetwfciefthoap&ri 


&tfion to promise a trial. 

Gen . Pinochet was last 
night reported to have left 
the UK hospital be stayed in. 
while fighting extradition to 
Spain, for a house in south 
London. London's Grove- 
lands Priwy hospital said it 
had asked him to leave 
beca use be had recovered 
from bade surgery. 

Michael Caplan, Gen Pino- 
chet's lawyer, said he was 
“di s tr es sed" about the bosgd- 
taTs decision to say publicly 
it wanted him to leave: "The 
senator has always been 
anxious to move from tbe 
hospital as soon as possible." 

An opinion poll in yester- 


day’s London Evening- Stan- 
dard found that $1 pef cent 
of those questioned wanted 
Gen Pinochet to be Extra- 
dited to Spain. Only 82 per 
cent want him to be allowed 
to return to Ghfle. 

- Madeleine Albright, US 
secretary of state, said this 
week that consideration 
should be given to Chile’s 
fledgling democracy. QespKe 
this, the UK government 
Insisted Mrs Albright had 
not asked for Gen Pinochet 
to be allowed to re t ur n to 
Chile during a telephone 
conversation with Robin 
Cook, UK foreign secretary, 
on November 21, 
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PAWEL INQUIRY STUDY IMPLIES B1L LI 0N-D0LLAR LAWSUITS A RE WITHOUT MERIT ___ 

Implants ‘not linked to illness 9 


\fcs PI- .1 ^ 

J IH EXPENDITURE 

I urged to hi 
} on investmer 


ByfflchanJ Torakfas 
to Mew York 

A court-appointed panel of 
scientific experts yesterday 
concluded that there was no 
proven link between sfllcone 
breast Implants and the dis- 
eases reported by women 
suing breast implant manu- 
facturers. 

Tbe four-member National 
Science Panel, which 
reported its findings after 
studying tbe available evi- 
dence for two years, Is tbe 
most authoritative body yet 
to have studied tbe evidence 
In the US. 

Its finding s imply that the 
billions of dollars’ worth of 
claims against Dow Corning 
and other breast implant 
manufacturers are without 
merit However, the report 
comes too late to affect set- 
tlements already reached by 
breast im plant manufactur- 


ers - Including Dow Com- 
ing’s 93J!lm settlement with 
lawyers representing 176,000 

daimaTitB last month _ 

The panel was formed in 
October 1996 by Judge Sam 
Pointer, the federal judge 
presiding over the Dow 
Coming case and - other 
breast implant litigation. 

Its task was to review tbe 
available evidence on the 
possibility of links between 
silicone breast implants and 
the diseases reported by 
women filing lawsuits. 

Yesterday it unanimously 
reported that it could find no 
conclusive evidence of any 
such links in the four, main 
areas it had studied - immu- 
nology, epidemiology, toxi- 
cology and rheumatology. 

"The material presented 
represents an analysis of the 
mart rigorous and relevant 
scientific information cur- 
rently available,” It said. 


The panel’s finding is in 
line with many other studies 
around the world, including 
one from a government-ap- 
pointed Independent review 
group - in Britain earlier thin 
year, which have found no 
evidence linking breast 
implants with disease. 

Dow Coming called the 
report “good news for 
women and good news far 
Dow Corning*?, Baying 
women had yet to vote an its 
offer of a S3.2bn settlement. 

But those involved in fiw 
breast implant litigation said 
the report proved nothing. 
Diana Zuckerman, a board 
member of tbe National 
Women’s Health Network, 
said: "It is very careful not 
to say; that breast implants 
get a dean hill of health." 

Ms Zuekerman said the 
report covered only the dis- 
eases most frequently figur- 
ing in breast implant litiga- 


tion - auto-immune 
responses arid connective tis- 
sue diseases - ignoring the 
many other diseases of con- 
cern to women with 

tm plantg- 

ta a dditio n . Ms Zoc kernuin 
said, the report was not new 
research, . hut a review of 
existing research, so its find- 
ings were not a surprise. 

Even so, the report la 
likely to prove Influential in 
any further breast implant 
litigation because its find- 
ings can be used in courts 
across the US. The panel's 
members are due to give vid- 
eotaped. sworn statements 
that can be used In evidence. 

The report Is also likely to 
add to the co n troversy over 
tbe use of s&called Junk sci- 
ence in US court cases, 
which has resulted in pay- 
outs of billions of dollars to 
settle claims based on flawed 
science. 


The provincial election in 
Quebec on Monday had been 
billed as an historic battle 
that would go a long way to 
resolving the' itti gwtiug ques- 
tion of Quebec's plan in 

Canada. 

But after all the sound and 
firry, it resolved nothing, 
which appears to be exactly 
what Quebec voters wanted. 

It opens the door to the 
one choice, the only choice, 
almost all Quebeckers can 
agree on: a permanent cam- 
paign to extract from Ottawa 
ever more powers for the 
Quebec government by hold- 
ing out the ultimate threat 
of separation. 

Premier Bouchard, 

who heads the separatist 
Parti Qu6h6cols, was 
returned with a safe major- 
ity, winning 75 of the 126 
seats in the provincial legis- 
lature. But the PQ lost two 
percentage points in the pop- 
ular vote from Its 1994 vic- 
tory, finishing with just 43 
per cent support 

Jean Charest, former fed- 
eral Conservative leader who 
bad been touted as the last 
beat hope for a pro-Canada 
gov e rnment in Quebec, did 
little better than his prede- 
cessor riawipi Johnson. 

After enjoying a big lead 
over Mr Bouchard earlier 
this year, Mr Charest won 
only 48 seats, one more than 
in 1994, and saw the party's 
popular vote drop nearly one 
percentage point to 44 per 
cent But he avoided the 
humiliating defeat polls had 
predicted. 

The only obvious winner 
was third party candidate 
Mario Dumont, a former Lib- 
eral who heads the flaeaiiy 
conservative Action Demo- 
cratique. His party jumped 
from 7 per cent to 12 per 
cent of the popular vote, 
though it again won only 
one seat 

The ambiguous outcome 
leaves Mr Bouchard's next 
moves very much in doubt 
In his acceptance speech, he 
said, In French, that ha had 
a mandate "to create the 
winning conditions for e ref- 


erendum", implying that he 
plans to hold another vote 
on separation from Canaria. 
But, in English, Mr Bou- 
chard said to voters he 
recognised "the signal you 
by choosing candidates 
who reflect your attachment 
to Canada". 

With some 66 per cent of 
Quebeckers opposing a 
switch In sovereignty, and 
two-thirds saying they do 
not want another referen- 
dum, -ft win he difficult far 
Mr Bouchard to call a vote 
an separation soon. 

That leaves 8 stalemate. 
The rest of Canada is unwill- 
ing to amend the constitu- 
tion to give Quebec special 
powers within the confedera- 
tion. . Quebeckers, while 
unhappy with the status 
quo, are unwilling to vote 
their way out of Canada. 

The next act Is expected to 
be negotiations on a 
so-called "social union". 

All 10 provinces. Quebec 
Included, have long been 
upset by Ottawa’s ability to 
use its spending power to 
launch Its own programmes 
In areas of provincial juris- 
diction such as health, edu- 
cation and welfare. The 
provinces have agreed to 
press Ottawa for a new Rind- 
ing formula allowing tham 
to opt out of federal pro- 
grammes with rinaneinl com- 
pensation in areas under 
provincial Jurisdiction. 

After initially refusing to 
participate in the discus- 
aims, Mr Bouchard said in 

the rawipaign he WOtlld join 
the talks, even instating on a 
February deadline for Ott- 
awa to accept the proposal. 

If Ottawa accepts, Quebec 
will opt out and gain more 
powers and more federal tax 
dollars; if Ottawa refuses, Mr 
Bouchard can insist sover- 
eignty is the only viable 
alternative. 

Mr Charest insists the talka 
will farce the premier to 
shed the ambiguity that 
served him well but, with 
Quebec voters once again 
boldly asserting their own 
ambivalence, it Is hard to 
imagine a clear answer 
emergin g soon. 



NEWS DIGEST 


IMPEACHMENT HEARINGS 

White House attacks 
plans to broaden inquiry 

The White House yesterday attacked Republican moves to 
broaden the impeachment Inquiry Into President Bill Clin- 
ton, dbmbsfcig the Investigation as increasingly partisan 
md misguided. 

Joe Lockhart the president’s press secretary, said the 
decision by the House judiciary committee to examine 
allegations of campaign fundraising abuses in the 1996 
election was a desperate fishing expedition by extremist 
Republicans. However, Republicans insisted the move was 
justified. "We have information fast we cannot ignore and 
the committee would be derelict in its duty It it did Ignore 
them," a committee aide said. 

The sniping comes as the Impeachment issue moves 
towards a vote this month. Mark Suzman, Washington 

US ECONOMY 




Survey points to recovery 

The US manufacturing sector slowed for the sixth straight 
mont h I n November, but there are signs of a possible 
Improvement in the economy by the middle of next year, 
according to two reports Issued yesterday. 

The National Association of Purchasing Management, 
which tracks the manufacturing sector through a survey of 
corporate purchasing executives, said new orders, exports 
and imports declined at many factories last month. 

The trade group's Index of economic activity was 48.8 
per cent, down 1.5 points from October. A reading under 
50 per cent is a sign of contraction In the Industrial sector. 

But The Conference Board, a private research group, 
reported Its Index of leading economic indicators rose 0.1 
points in October, to 105.6. The gain followed two months 
of flat results. Agencies, New York and Washington 


CUBAN IDEOLOGY 

Christmas every year 

Cuba’s ruling Communist party has apparently decided 
that Santa Claus and the celebration of the birthday of 
Christ no longer represent a threat to the nation's Ideologi- 
cal Integrity. 

In a sta t ement published yesterday, the party's Politburo 
confirmed that Christmas was being permanently restored 
In Cuba after an absence of nearly three decades. 

The move will make permanent the Christmas Day holi- 
day provisionally granted last year by President Fidel Cas- 
tro bb an "exceptional" one-off goodwill gesture to honour 
Pope John Paul II, who visited the island In January. 

But lest the restoration of Christmas give the Impression 
that It was going soft, the Politburo declared that Cuba's 
revolution was "indestructible" and would continue to defy 
all attempts to destroy it. Pascal Hatcher, Havana 

On the web today 

e Anti-gun lobby may find It hard to hit target In court 
# US to step up Colombia drugs aid • Bishop's death 
leaves Guatemalans thinking there has been a cover-up 
http^/www.FT.cocn/Am ericas 



CABLE & WIRELESS 

This year, Cable & Wireless’ Gemini joint 
venture laid the final stretch of the newest 
and most advanced fibre-optic cable under 
the Atlantic Ocean. 

At the moment. It handies over 1,000,000 calls 
at any one time. 

And In the future, Gemini will be able to 
handle even more calls as demand increases. 
It’s for reasons like this that we created 
Cable & Wireless Global Businesses. 

A genuine response to our customers' needs, 
It means we can deliver the world-wide reach 
they demand and guarantee network reliability. 
Cable & Wireless Is one of the world’s largest 
carriers of international traffic. 

We want so lead the world In integrated 
communications. 

if anyone can do It Cable & Wireless can. 

And will. 

For more information please call: 

+44(0)171 315 6196 
www.cablewireloss.com 
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JW LEBANESE POLITICS FORMER PREMIER AL-HOSS WINS BACKING AFTER HARIRI DECUNES TO SERVE AGAIN □ MARKETS WAIT AND SEE 


Veteran politician set to 


head Beirut government 


By James Schofield In Beaut 


Lebanon's president 
yesterday won solid backing 
to name veteran politician 
Selim aJ-Hoss to bead a new 
government after the resig- 
nation Of prime minis ter 
Rafik al-Harlri, the country’s 
do minan t political figure. 

Mr Hoss served as prime 
mini ster repeatedly daring 
the 1975-90 civil war and 
enjoys good relations with 
all Lebanon’s political fac- 
tions. He is expected to 
appointed today. 

On Monday. Mr Hariri 
Informed Gen Emile Lahoud, 
the president, be could not 
accept nomination to lead 
his fourth successive govern- 
ment, citing an alleged con- 
stitutional breach of princi- 
ples by the president and 31 
parliamentary deputies. 

As Gen Lahoud consulted 
members of parliament 


about a successor to Mr Har- 
iri. the flnaprjal markets — 
stunned at the decision of 
Mr Hariri to leave rather 
than let Gen Lahoud chip 
away at his powers - waited 
nervously to see who would 
be in the next cabinet 

Analysts have commented 
that the relatively subdued 
market reaction was an 
important first test for the 
post-Hariri Lebanese econ- 
omy. 

But others have warned 
that a truer test might come 
only when the new cabinet 
is named In a few days' time. 

Abdallah Ghantous. owner 
of the AGG group, franchise 
holder for a network of com- 
panies in Lebanon, Syria, 
Jordan, Oman and Gaza, 
ranging from fast food to 
engineering, said business- 
men would wait and see. 

“As an investor. I have to 
sit and watch and, be very 


careful but this will not stop 
Lebanon from moving for- 
ward. It all depends now on 
what kind of cabinet they're 
going to have." 

Like many other Lebanese. 
Mr Ghantons said he was 
hoping to see a cabinet of 
new names and technocrats. 
Instead of men tarnished by 
allegations of sectarianism, 
cronyism and corruption. 

At the same time, inves- 
tors have generally per- 
ceived Mr Hariri, with his 
extraordinary range of inter- 
national contacts, as a guar- 
antor of their success. 

But in Beirut, Haul 
Husamt. general manager of 
the National Commercial 
Bank of Saudi Arabia, said 
that Saudi reaction had been 
subdued. 

“People are wary. But they 
haven't panicked and we 
haven't seen anything to the 
effect of *please get me out of 


the Lebanese pound’. We 
have had a lot of calls but 
not from people saying 
■please get me out’." 

Mr Marwan Barakat, head 
of the economic research 
unit at Bank Audi, said he 
regarded the relatively sta- 
ble market as a sign of the 
progress made by Lebanon 
in the years since the civil 
war. 

“A combination of Lahoud 
and Hoss is acceptable today 
when it would not have been 
acceptable last year when 
you might have had [former 
President Elias] Hrawi and 
Hoss. The personality of the 
prime minister is not as 
important to the markets as 
it used to be." 

He accepted that Mr Hariri 
had inspired international 
confidence while his con- 
tacts enabled Lebanon 
to draw on vital funding 
from the Gulf States. 



Geo Lahoud: Former prime minister Rafik aMtarki stood down 
rattier than tot the president cWp away at Ms powers 


Use of pension fund puts Palestinian openness in doubt 


Judy Dempsey on 

the way the $ 160 m 
assets of the Gaza 
Pension Fund have 
been managed since 
they were handed 
over by the Israelis 


H aving transferred more 
than S2bn to the West 
Bank and Gaza since 
1993 and this week pledged a 
further S3bn over the next 
five years, donor countries 
and international organisa- 
tions have begun to ask 
uncomfortable questions 
about the lack of transpar- 
ency In the Palestinian 
Authority. 

Management of the Gaza 
Pension Fund (GPF) is but 
one example. 

Established to finance the 
pensions of 6,500 Palestin- 
ians from Gaza who, until 
1994, had worked for the 
Israeli Civil Administration 
(which ran Gaza and still 


oversees parts of the West 
Bank}, the GPF amassed cap- 
ital of some $l60m. 

In an internal report last 
year, the International Mon- 
etary Fund criticised the 
authority's lack of a “central 
record kept on pension 
rights for employees". It said 
it had “no audited financial 
statements" and no “checks 
and balances to ensure 
financial integrity of the 

fluids, . 

Under the terms of the 
protocol on economic rela- 
tions (part of the Oslo peace 
accords) signed in Paris in 
April 1994 by Israel and the 
Palestine Liberation Organi- 
sation, it was stipulated that 
the fund, contributed to by 
Palestinian and Israeli 
employers, be used only for 
Persians. 

In 1996 Israel started trans- 
ferring the fund in dollars to 
a US bank in New York 
under the terms of an agree- 
ment with the Palestinian 
Authority, which employed 
Morgan Stanley, the US 


Investment bank, to manage 
the fund. In late 1996 the 
Authority dismissed Morgan 
Stanley's services. 

“Morgan Stanley refused 
to give ns more than 3.5 per 
cent interest," Freib Abu 
Meddein, Palestinian justice 
minister and chairman of 
the government-controlled 
Gaza Insurance and Pension 
General Corporation, said in 
an interview recently. 

Morgan Stanley has 
declined to comment. A 
source dose to the bank said 
it “disliked certain manage- 
ment aspects of the PA". 

Yassir Arafat, PA presi- 
dent, then wrote to Israel, 
confirming the break with 
Morgan Stanley. He also 
instructed Israel to transfer 
the remainder of the fund to 
Credit Suisse, the Swiss 
bank, in Zurich and 
appointed Baldsta, described 
by an Israeli government 
official as an Irish off-shore 
investment management 
company. The Irish Securi- 
ties Authority said it had no 


record of Ballista. Credit Sui- 
sse would not comment 

By early 1997, Mr Meddein 
and Mohammad Rashid, also 
known as Khaled Salam, Mr 
Arafat’s main economic 
adviser, ended the contract 
with BaBfata. By that, time 
Israel had completed trans- 
ferring the 5160 m. 

Since then, according to 
Palestinian officials, the GPF 
has been the subject of much 
in-fighting between Nabil 
Shaath , Pales tinian minister 
of international cooperation, 
and Mr Rashid, over how to 
invest it 

According to Palestinian 
officials, about 58m was 
transferred to a branch of 
the Arab Bank, a large Mid- 
dle Eastern bank, in Gaza. 

In August of last year Mr 
Arafat wanted access to the 
fund to pay the police after 
Israel temporarily withheld 
transferring excise tax and 
other payments owed to the 
Palestinians. 

“Arafat needed about 
528m." said a Palestinian 


official. The European Com- 
mission stepped in, allowing 
Mr Arafat to draw on a cash 
facility of EcU30m (S3L8mV 

Still, about 528m of the 
fund found its way to Gaza. 
“We wanted to invest some 
of it in projects, such as tele- 
coms," said Mr Meddein. The 
vice-president and one of the 
main shareholders of Pales- 
tinian Telecommunications 
(Pal tel), a publicly listed 
monopoly licensed, by (be 
Palestinian Authority, is Mr 
Rashid. 

Regarded by many Pales-, 
tinians as the imtnentx ff rise 
in the Authority. Mr Rashid 
is abo responsible for over- 
seeing the PA-licensed 
monopolies for fuel, tobacco 
and cement as well as the 
casino in Jericho. He also 
controls Sky. an advertising 
company that operates as a 
monopoly. 

None of the estimated 
annual 5150m revenues 
earned by the monopolies 
are consolidated in the 
finance ministry’s annual 


accounts, despite repeated 
promises to the IMF and 
World Bank, just as no dear 
picture has emerged of how 
the Gaza pension fund is 
befog mana ged. 

Mr Rashid was not avail- 
able for comment in spite of 
repeated attempts over the 
past five months.. 

The way the GPF has been 
managed may persuade 
Israel to be more than cau- 
tious in how it should trans- 
fer hundreds of mlfifonk of 
shekels of pension contribu- 
tions it has paid into a sepa- 
rate fund to Palestinians 
who have worked In Israel 
since 1970. 

Israeli labour ministry offi- 
cials said they want to nego- 
tiate the transfer. But under 
the terms of the Oslo 
accords, it can only do so 
mice tbs Palestinians estab- 
lish a ''relevant pension 
insurance institution". In 
spite of repeated requests - 
and' offers of assistance .by 
the EU - the PA has yet to 
est a blish s urf* » f unri. 
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Tanzania W 
dispute with Independent 
Power Tanzania Limited 
(UTL), a Malaysian-financed 
electricity supply company, 
to international arbitration. 

Baruany Lnhanga, the 
head of Thneacos, the state- 
owned electricity supply 
company, announced last 
week that he bad referred a 
dispute over the cost of 
IPTL's newly-built - I00MW 
thermal power station Co the 
Washington-based Interna- 
tional Centre for the Settle- 
ment of. Disputes. . 

IPTL is claiming that the 
station cost 5150m to build, 
j qrcd is payments 

from Tanesco of more than 
54m a month under the 
terms of a power purchase 
agreement signed in 1895. 
Tanesco says similar plants 
elsewhere cost closer to 
SSOm. and that the monthly 
bill should - not exceed 
523m. 

The decision to seek arid- 
traticm marks a watershed In 
a long-running saga which 
prompted the 'World Batik, 
together with Ocelot Energy 
of Canada and TtansCenada 
Pipelines, to suspend work 
on the Songo-Songo natural 
gas project, one - of 
Tanzania’s largest ever for- 
eign investments, in mid* 
19S7. 

Although most of Tanza- 
nia’s electricity requirement 
is provided by several giant 
hydro-electric dams, poor 
maintenance and bad man- 
agement has led to very inse- 
cure supply over recent 
years, prompting the govern- 
ment to look for back-up 
systems. 

The 5375m Songo-Songo 
project involved revitalising 
gas wells on and near an 
island off Tanzania’s coast, 
and piping It to an emer- 
gency power plant at 
Ubungo. near Dar-es-Salaam 
which is currently running 
on imported liquid Axel. 
Once in place, Tanesco 
would pay Songas. the com- 


pasy.fonMd to-run the proj- 
ect, S&n a month (although 
the 'figure has risen over 


In arid- 1997, however,- the 
Song o-Songo team learned of 
IPTL demands from Tanesco 
for monthly payments, and 
decided that the government 
could not afford both pro- 
jects. It also shelved plans to 
build a new 30MW generator 
at Ubungo. for fear of over- 
supplying the market. 

As the year wwit on. evi- 
dence mounted that the 
IPTL project was string to be 
very expensive by global 
standards, that not aS of Its 
dealings were entirely trans- 
parent and that in any case. 
Tanzania did not need 
100MW of new electricity 
capacity. 

Under .growing pressure. 
Tanesco served a notice of 
default to IPTL in April this 
year, claiming that It bad 
departed from contract spec- 
ifications. and that it bad 
not used prudent financial 
judgment 

The affair was highly 
embarrassing for the govern- 
ment which had pinned a 
great deal on "South-South" 
co-operation with Malaysia 
and strongly endorsed the 
IPTL project 

But the latest move, which 
will open the minutiae of the 
deal to international scru- 
tiny. has been welcomed by 
donors. This Is a victory Tor 
good governance, and Is ’a 
courageous step by the gov- 
ernment” said an IMF offi- 
cial. 

It also makes it increas- 
ingly likely that the Songo- 
Songo project will be re- 
started. perhaps by the arid' 
die of next year. 

“This gives a clear Induai- 
tkm tbat the government is 
dealing with IPTL in a 
responsible manner," said 
Jim McGardle, Songas' man- 
aging director. . 

"It allows us to reassess 
the project and see if we can 
go ahead. We are hopeful we 
can." he added. 
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Anyone making last-minute millennium decisions should book ASAP. 

Time is (lying iu die countdown to die millennium. And if you don't want to Lind in you 
should check in with SAP right away. ASAP (ArceJennedSAP) can offer you a fast and simple 
introduction ro our business software SAP R./3.The integrated all-in business solution 
R/3 was designed from the start to be ready for the 21st century - giving you a 
decisive competitive advantage. We implement our software in the shortest 
possible rime and deliver a system that dynamically adapts to your chang- 
ing requirements. With k/3 you will be ready to soar into the 
next millennium. So why not check in today by calling 
+49/180/5 34 34 24 or visiting http://www.sap.com 



A Better Return On htfonrudon. 







HELLENIC TELECOMMUNICATIONS ORGANISATION S.A. (OTE) AND SUBSIDIARIES 

Condensed Consolidated Financial Statements 
Prepared under U.S. GAAP 

as of and fOr the nine month periods ended September 30, 1998 and 1997 
(In millions of Greek Drachmae) : . 


CONSOLIDATED BALANCE SHEET 


1997 


laas 


1997 


Current Assets 

Cash and cadi equivalents 34,711 

Acccxrts recuvable (rd. related parties) 278,444 
Material and supp&es 15,620 

Deterred Income taxes •' • 9,565 


145,075 

206,441 

11,522 

9,175. 


Other current assets 


70.552 74.925 

-40B&12 447.138 


Current H a faStie a 
Short - term borrow in gs 
Current maturities of tong-tom debt 
Accot^payabtoflncLretatedpartlas} 
Accrued andotherSabffiries 
Income taxes payable 
DtoWerids payable 


5,113 0 

10,333 8,351 

107,334 47,205 

92.844 93.919 


Other Assets 
Investments 
Deferred Income taxes . 
Other long-term receivables 


23,474 . 39^78 

-.2-889 .349 

241.787 ...1B9.102 


140,427 138,242 

35,098 .. 42,053 
-43.892 33.745 

-21941Z -214.040 


Telecommunications property^ 
plant and equipment 
Less Accumulated deprec i ation 


Long-Term JJabBlies . 

Long-term debt, net of current maturities 
Reserve for staff retirement indemlnittes 
Reserve for Youth Account 
Other long-term BabSffies 


1,415.943 1.167,696- 
(471.970) (404.6081 
943.973 783.088 


Minority Interests 


140,969 131,678. 

92,681 90,293 

91,854 85,095 

— 10.615 . ..6,095 

336.113 313.76Q 

_ 15.555 _ 16.725 


Cettuter Licence net of amortization . 13.334 13,939 


GoodwSI resuttng tern consolidated 
subsidiaries, net of amortization : 


... 25.414 


Shareholders' Equity 
Stare capital 
Paid-in surplus 
L«gaJ reserve 
Retained earrings 
Foreign currency translation 


378,040 340,28? 

238,947 239,279 

48,007 387,753 

379.171 302,349 

(24,578) 0 

1.017.589 818.818 


1.611.050 1,438205 


1.611-050 1,436.205 


CONSOLIDATED STATEMENTS OF OPERATIONS 


MOVEMENT IN SHAREHOLDERS' EQUITY 


Operating revenues 

Operating expenses 


1338 1987 

686,754 599,139 

(431.311) {374-2361 


Operating income 


255.443 224.903 


financial, net 

Gain on sate d investment 

Other.net. 


20.044 8,886 

30 11,000. 

- {1 7, 51 0) ft 0.5841 

2.664 9.322 


Shareholders’ equity. January 1 
Issurance of share capital 
Paid In surplus 
Net Income for the period 
Foreign currency translation 
Share issurance expenses 
Dividends declared 


.872,938 

0 

0 

168,578 
(23.928) 
(196) 
(99.803) 
■ 44,651 


656.248 

23,738 

168,498 

147.914 

0 

(3.820) 

(75.960) 

260370 


Sharehotdeitf equity, September 30 1.017.589 oiRSia 


Income before provision for income 
taxes and minority interests 


258,007 234,225 


Provision for Income taxes 
Income Before minority i nt erest s 
Minority Merest 
Net Income 


192.997) £85.7811 


165,010 148,444 

5.566 £530) 

163,578 147.914 


TTan^ fl Werances aolwean Statutory and U.S. GAAP financial statements miata to the account** of toad 
assets, staff retirement and ether employee benefits and deterred income taxes. 
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WORLD TRADE 


is good for 
stability, says 
WTO study 


By Buy <te Jonqaiares 

.Countries that severely 
restrict foreign wvmpaHff^ 
in their banking and capital 
markets are highly vulnera- 
ble to financial instability 
according to a study by 
World Trade Org anisa tion 
researchers. 

The study, based on an 
analysis of 27 developing 
economies, finite that 
which have suffered from 
financi al turmoil during the 
1990s impose much tighter 
restrictions on trade in 
- fin a ncia l services than thnao 
that have avoided a crisis. 

The findings challenge 
conventional wisdom in 
some troubled developing 
countries, where recent, tur- 
bulence has induced caution 
towards further financial 
services liberalisation anij 
in the case of Malaysia, led 
to reimposition of capital 
controls. 

The Study says flmmntol 
stability has been greatest in 
countries that have opened 
financial services to wide 
competition and permit for- 
eign institutions to establish. 
a : commercial presence and 
operate freely in their mar- 
kets. 

The biggest benefits of lib- 
eralisation came from allow- 
ing foreign institutions to 
establish a local commercial 
presence - rather than just 
supply a limited number of 
services from abroad - 
because that did most to pro- 
mote competition, efficiency, 
transparency and better 
information. 

“If foreign service provid- 
ers are allowed to supply a 
broad range of services, 
rather than only lending and 
deposit taking, they are 
likely to develop bond and 
stock markets or, in other 
words, financial market 


TELECOMS LIBERALISATION TELEFONICA TO CHALLENGE 3 0% CUT IN INTE RCONNECTION FEES AS MARKET CONTINUES TO OPEN UP 

Debut for Spain’s third fixed-bine operator 


broadening and deepening,” 
the study says. 

Equally important, coun- 
tries that liberalised regula- 
tions on commercial pres- 
ence did not need to remove 
all capital controls, because' 
foreign institutions' local 
affilia tes could ftwd many of 
their activities domestically . 

•' The study finite that devel- 
oping countries which com- 
mitted the mselves in last 
year's WTO financial ser- 
vices agreement to the most 
liberal policies towards for- 
■ eign . -commercial presence 
have enjoyed the most stable 
foreign direct and -portfolio ' 
investment flows. 

- However, policies that 
restricted international com- i 
petition to the supply of 
financial services across bor- 
ders increased the risk of 
financial instability, by 
encouraging foreign institu- 
tions to focus on short- te rm 
business, which relied 
heavily on financing from 
abroad. 

Based on an analysis of 
countries* commitments- in 
the financial services agree- 
ment due to take effect mret 
year, the study finds Argen- 
tina, Ghana, the Czech Rep- 
ublic, Slovakia, Hungary arid 
Morocco have the policies 
most likely to favour finan- 
cial stability. Developing 
countries with, policies most 
likely to produce fiwanetei 

volatility tnolniferi fartniwuia, 

Korea, Poland, Romania. 
Brazil anil Venezuela. 
Financial services trade, capi- 
tal flows cmd financial insta- 
bility. Staff working paper 
BRAD 98-12, Economic 
Research and Analysis Divi- 
sion, World Trade Organisa- 
tion, rue de Lausanne 154, 
CH-1211 Geneva 21, Switzer- 
land Tek (4122) 739 511L. 

EOtortaT Coranmtf, Tags 17 ~~ 


By'Toai Buns in Mutfd 

Spain yesterday took a Wg 

step in the liberalisation of 

Its ~ triammmmiiitaHn ng sec- 
tor . This canie with the 
start-up of Uni2, a third 
fixed-line carrier - con- 
trolled by Prance Telecom -■ 
which will initially upends 

. lo«g i*a!te 

Under the open market 
guidelines, more than 20 pro- 
viders of niche telephony 
services have applied for. 


licences to the Telecommuni- 
cations Market Commission 
(CMT), a newly ereated, inde- 
pendent regulator, which 
will s u p er vise file sector. 

British Telecommunica- 
tions, which already oper- 
ates a . data transmission 
company, in Spain- and. is a 
•main backer nf Airtfti, a sec- 
ond nv>Nle phpw carrier, is 
likely to arid telephony 
services to its Spanish busi- 
ness early next year. ; 

To -encourage competition. 


the GMT has lowered the ref- 
erence price for the intercon- 
nection fees that new opera- 
tors will negotiate for the 
use of lines owned by Tele- 
ffinica. the former monopoly 
operator. The reduction of 
up to 30 per cent In existing 
fees came into operation yes- 
terday, but Telefdnica said It 
would contest this In court 
Dni2 will compete with 
Retevisifin, a carrier 
launched by Telecom Italia 
in January as Spain’s second 


fixed-line provider, as well 
as with Telefflnica. It plans 
to invest Pta207bn ($l.4bri) 
over the next 10 years in 
order to gain 7.5 per cent of 
the domestic market by 2008. 

The new operator, which 
is 69 per cent owned by 
Prance Telecom, was the 
sole bidder , in May for the 
third fixed-telephony licence 
awarded by the government 
in the run-up to deregu- 
lation. It was beaten by 
Retevisi6n in its attempt to 


gain the third mobile 
licence, awarded in June. 

The government plans to 
dispose of its 30 per cent 
stake in Retevisiun through 
an industrial sale before 
year-end, and RetevisiOn will 
begin to offer cellphone ser- 
vices in January. Uni2 now 
hopes to enter Spain's cellu- 
lar market using new mobile 
systems that have still to be 
approved by the European 
Union. 

The Spanish telecom mar- 


ket represents one of the 
brightest investment oppor- 
tunities in the GU. There are 
some 40 telephones per 100 
inhabitants against the 
European average of over SO 
and the number of mobile 
phone users is forecast to 
grow from 4m to lOra ova: 
the nest three years. 

Airtel accounts for 30 per 
cent of domestic cellular 
business, and Re tension has 
some 8 per cent of the long 
distance calls market. 


US warns on southern Africa barriers 



Daley: ‘BotnoaB people don’t 
want to buy into the oki Africa 1 


By Victor MaBet In Cape Town . 

T * 

Wffliam Daley, US commerce 
secret a ry, yesterday -warned 
southern Africa that 
increased foreign investment 
-depended on ♦tw» abolition of 
trade, barriers within the 
region thp creation of 
bigger and more attractive 
markets. 

Mr Daley is touring the 
continent with US. business 
executives and seeking to 
revive the administration’s 
policy of promoting trade 
and investment with Africa. 

A US official yesterday 
said President Bill Clinton 
remained committed .to pas- 


sage of the Africa Growth 
and Opportunity Act, aimed 
at increasing trade between 
the US and Africa. The legis- 
lation died in October when 
It becoming ame encum- 
bered with other Hems. 

‘Tor Africa to be on a 
global stage, it cannot be 
small disconnected markets. 
It must be regional mar- 
kets,” said Mr Daley. “In this 
part of the continent, compa- 
nies want to look beyond the 
40m people of South Africa." 
he told a conference organ- 
ised by the International 
Herald Tribune. “They want 
to look to the 150m people of 
the SADC [Southern African 


Development Community] 
region. So, I believe you 
need to reduce the trade bar- 
riers with your neighbours.” 

Mr Daley noted that intra- 
African commerce, at 13 per 
cent of total African trade, 
remained exceptionally low. 
and he criticised the slow 
pace of trade liberalisation 
following an agreement two 
years ago to make the 14- 
nation SADC a free trade 
zone by 2004. 

Businessmen and govern- 
ment officials from Bot- 
swana. one of South Africa's 
neighbours, suggested that 
South African protectionism 
was an obstacle to the free 



flow of trade. Don Knauss. 
president of Coca-Cola 
Southern Africa, said his 
company was confident it 
could double its business in 
the region by 2003. but be 
complained about South 
Africa's costly subsidies for 
its sugar farmers. 

Alec Erwin. South African 
trade and industry minister, 
retorted that his country bad 
the lowest average tariffs in 
the region and agreed that a 
more unified regional mar- 
ket was vital. 

Mr Daley did not just 
insist on the need for 
regional economic integra- 
tion. He also said potential 


investors would be put off by 
corruption, political instabil- 
ity' and lack of intellectual 
property protection. The lat- 
ter was a reminder of pro- 
tests by the US pharmaceuti- 
cal industry about South 
African government pur- 
chases of cheap generic 
drugs. 

“The fighting in the Congo 
- the waste of such great 
human and resource poten- 
tial - sends the picture to 
the world of the old Africa, 
not the new Africa," Mr 
Daley said. “You and I know 
that business people don’t 
want to buy into the old 
Africa." 
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NEWS DIGEST 

NORWEGIAN OIL AND GAS INTERESTS 

Statoil begins disposal of 
..stakes in Asian assets 

AND SUBSIDIAREB StatoB, the Norwegian state oft company, Is closer to - 
f puffing out of Thailand after selhg Its. ofbhqra Bongkot _ 

B field interests in a deal understood to be worth several 

hundred miffion dollars. 

The company said yesterday ft sold a 10 per cent stoke 
tiri” In the 5,000bntxibte fort gas flaid to its fcfcnoo partners, ' 

IIW nho ' petroleum Authority of Thailand (PTT), the state 08 com- _ 

party. Total the French oil company, and British Gas of 

— the UK. The three partners hold 40 per cent, 30 per cent : 

and 20 per cent respectively. 

-■ . The deal marks the first and largest of three planned ' " 

- T.r *T statoil seU-offe in the region to concentrate on other interne 
. national areas. The company’s international activities wfil 

^ focus on the 4bn barrel ott fields In Azerbaftan and the 

deepwater finds In offshore Angola, as weB as Vietnam, 
the UK, the Gulf of Mexico and Brazil, said Johan Nic ' 

• Void, executive vice-president of StatoiL 

StetoH expects to conclude shortly the sale of Its 45 per 

cent stake In the 500bn cubic feet gas field In offshore 

‘ Thailand and its 20 per cent share In deepwater explore- ; 
tjon blocks in the Andaman Sea, west of ThaBand. Unocal; 
Petroleum and Mitsui Gil Exploration own the remaining 55 

« per cert In the offshore block, whBe Unocal and Total hokl : . 
' I a 46.7 per cent and 33J per cent stoke In the Andaman '. 

' ' plans by the end of tois year to pull ort-tor- - 

• ' -v- / many from the Namibian shelf, where it holds a share In an 

* - exploration licence in southwest Africa. Staton has drffied 

- . three dry weHs there, together with Saga Petroleum and 
"i; ; | Norsk Hydro, the two other Norwegian oft companies. 

. . JL Valeria Sk6W, Oslo 


SEA TRANSPORT . 

First containers at Omani port 

The southern Ortaril port of " 

15 P> cem intygjnjhf 

tern**] *££****» 

Maurice Gent, London 


You think 50,000 thoughts a day. 


Make yourself heard. 





High tariffs come under fire 

tnefla Is at risk 

pricas Organisation's 

v was St a some distance ^ ^ categories 

y Mr Htoda con [J^^^ n ^^irtselected developing and • 

•of industrial terfff protejv 

' ndustrtaBsecl . average tariff 
• tion in India. times that erf 

■ for India was 35 par ^ sbe times that of foe 

Argentina and Br ^^ d l ^ue^d the percentage of _ 

&£>pean ss^rcerti® almost 4a 

larWlfnes having other countries. ■ 

' afllrin 12 l ^^ e d on 

“Theflguiwi^^^^introdocedas^ extra. 

/ customs duty of 4 per cent. 


19111 one of them change your day? Your life? 

The wbrW? 

One day in 1876, a young: man named Ericssoa 
was inspired by a new invention, the telephone. 
One rfhis 50,000 thoughts that day was; 'I know. 

I iso. build a better one:' 

" -Today.over 4096 cf^l thoughts of mankind 
that become words, in amobile phone pass through 
etpiipment from Ericsson. . - 


This is our inspiration when we are thinking 
about how to improve the way the world 
communicates. Whether through the Internet, 
with the help of data systems, or any ocher form 
of communications. 

So what’s your thought for today: maybe 
a new product, anew company, someone’s birthday? 
You know the future is char close. 

Let’s share some thoughts one day. 


ERICSSON 
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BRITAIN 


INDEPENDENC E 'DANGEROUS' IDEAS FOR EMBASSIES SCORNED 

Minister warns of 
Scottish ‘delusions’ 


By Janes Saxton to Bfirixsgti 

Anyone who believed 
Scotland would benefit by 
cutting itself out of the UK's 
diplomatic and trade assis- 
tance network was "seri- 
ously and dangerously 
deluded”, Brian Wilson, the 
trade minister, said last 
night. 

His comments came in a 
powerful attack on the Scot- 
tish National party and its 
hope for Scottish indepen- 
dence. Mr Wilson, a former 
minister for Scottish indus- 
try, said the UK's trade pro- 
motion network was the 
widest and most effective in 
the world, 

“What possible benefit 
could there be to Scotland in 
tearing that arrangement 
asunder in order to have the 


satisfaction of opening a 
Scottish embassy in a Tokyo 
side street?” he said. 

But Alasdair Mor gan , SNP 
enterprise spokesman, 
countered by publishing 
letters from the British and 
Irish Republic embassies In 
Vienna in response to an 
SNP supporter's request for 
information. "The British 
embassy is streets behind 
the Irish embassy In the 
same country.” he said. 

Mr Wilson told a Scottish 
audience in London that 
Scottish embassies and busi- 
ness agencies would be in 
head-to-head competition 
with the UK for trade and 
foreign investment "There 
are, I suppose, plenty of 
people in Scotland who 
would be delighted to have 
50 diplomatic posts flying 


the St Andrews cross [the 
Scottish flag] without worry- 
ing too much about the 
implications for Scottish 
businesses and individuals 
in the 150 countries in which 
■we would thereby have 
denied ourselves direct rep- 
resentation. 

"That is not an argument 
which I can easily engage in 
because, frankly, 1 do not 
regard it as rational. The 
Idea that Scotland should 
cut itoif off from net- 

work Is just plain crazy.” 

Mr Wilson, a Scot, is the 
latest minister to thA 

idea of an independent Scot- 
land. Some Scottish Labour 
MPs have criticised the tan- 
tic in the wake of Labour’s 
poor showing in last week’s 
North East Scotland Euro- 
pean parliament by-election. 



Brian WHsotc nattonaSat proposals are *piain crazy* Brendan Care 


"Any attempt to discuss seri- 
ous issues, and the 
implications for Scotland, is 
now met with the cat-call 
that this constitutes ‘Nat- 
bashing*." he said. “How- 
ever, the vital debate about 
the prospects for hundreds 
of thousands of Scottish jobs 


cannot be suppressed fay cat- 
calls.” ■- 

He said the idea that Scot- 
land <nn iid indepen- 

dent "without enormous 
implications for business 
and for jobs is simply a 
naive avoidance of the reali- 
ties I want to see addressed”. 


Former Barings directors to be banned 


By John Mason, 

Law Courts Corresp on dent 

Three former directors of the 
collapsed Barings Bank are 
to be disqualified from act- 
ing as company directors 
after a High Court judge yes- 
terday ruled they displayed 
"such a degree of incompe- 
tence" they should not be 
involved in company man- 
agement 

Andrew Tuckey, former 
deputy chairman. Ronald 
Baker and Anthony Gamby 
now (ace a further hearing 
to decide the length of their 
disqualification. Barings, the 



London wwrhant bank, col- 
lapsed in February 1596 after 
Nick Leeson, a Singapore- 
based derivatives trader, ran 
up losses that eventually 
cost the bank £S27m and 
forced its collapse. 

Mr Justice Jonathan Par- 
ker, the judge, beard disqual- 
ification applications 
brought by the UK govern- 
ment’s Department of Trade 
and Industry in May thi« 
year. The three men were 
accused by the DTI of "seri- 
ous failures of management 
in relation to Leeson's activi- 
ties, thereby demonstrating 
incompetence of such a high 


■la*. : 


degree as to justify a dis- 
qualification orde r ”. 

The judge said that Bar- 
ings paid 50 per cent of 
group profits into a bonus 
pool for directors and senior 
employees. Mr Tuckey 
received a salary of not less 
Hum cas ,nnn a year with a 
£L75m bonus in 1998 and a 
proposed bonus of £L65m In 
1994. Mr Baker, who headed 
Mr Lesson's division, earned 
£ 100,000 a year and was paid 
a bonus of S3QOJOOO in 1993 
with a further £880,000 pro- 
posed In 1994. The proposed 
1994 bonuses were not paid 
because of the collapse. 


The judge said Mr Tur- 
key's breach of duty 
stemmed from a "fundamen- 
tal misconception as to the 

prtpnt of big management 

responsibility". "Had he per- 
formed his management 
duties properly, Mr Leeson's 
unauthorised activities 
would almost certainly have 
come to light and the col- 
lapse of Baring s might have 
been avoided,’' he said. 

Mr Baker had sho wn an 
"almost cavalier attitude” to 
Mr Leeson's activities and 
bore a heavy responsibility 
for the Barings collapse, he 
said. Again, had he per- 


formed his duties properly, 
then the trader’s activities 
would have come to light 
anri the collapse Of ftp hank 

avoided. 

Mr Gamby, head, of settle- 
ments, displayed a "culpable 
inactivity” in allowing -Mr 
Leeson to run up such debts 
and was partially to blame 
for faffing to expose the trad- 
er's activities, the judge said. 

The three men. fece .peri- 
ods of disqualification -of up 
to 15 years. Other former 
Barings directors .have, 
already been disqualified for 
periods of tq? to five years. 

The aw * continues.- 
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Interest 
rate policy 
‘takes 
account of 
jobs level’ 

By Robert Chets, 

Economics EdBor 

The Bank of Rngfanri pays 
dose attention to undnploy- . 
ment when. selling interest, 
rates,- even though, it is not : 
an explicit part of its objec- 
tives, a senior official fiom 
the UK central bank said 
yesterday. - 

■ Mervyn King, deputy gov- 
ernor responsible for mone- 
tary. stability, said in a 
speech last night that the 
monetary policy objectives 
need not Include explicit ref- : 
erence to joblessness. The , 
Trades Union Co n gress has j 
argued that it should and i 
Oskar Lafontaine, German 
Rn^ryo minister, has urged 
its focf TTsfoo for the p ut a ti ve . 
eurozone. 

; Advocates of an employ- j 
mart objective point to the ! 
US Federal Reserve, which Is ; 
charged to pursue "foe goads 1 
of nurrimnm employment, 
stable prices and moderate : 
long-term interest rates”. 

But Mr King argued that l 
the Fed did not in practice 
behave differe ntly fiom the ! 
UK Bank. "Under Alan I 
Greenspan’s leadership, the 
Federal Open Market* com- 
mittee has firmly rejected 
the notion, that by . accepting 
a somewhat higher rate of : 
Inflation it is possible to 
achieve a. ’ permanently 
higher level of employment,” ' 
he »!(). • ■ 

; But the Bank does what it 
can to minimise undesirable 
volatility of output and 
employment, said Mr King. \ 
ft does so by bringing infla- 
tion back to its target gradu- 
ally if it strays. 

Unemployment is ' ah 
important input into the 
Bank’s policy-making pro- 
cess but concepts such as 
the "natural rate of unem- 
ployment” and the . “non- 
acceterating inflation' rate of 
unemployment” (Nairn) axe 
of hunted value as practical 
guides. Mr King said. 

The natural rate is . the 
level of unemployment con- 
sistent in foe longterm with j 
stable inflation. It depends 
on the structural character- 
istics of labour and product 
markets, .for example. The 
level of the minimum wage. 
The Naira is the unemploy- 
ment rate at which there is 
no immediate pressure for a 
rfiang g hi the inflation rate, 
reflecting Inertia to the way 
the economy adjusts. - 

Mr King said knowledge of 
flie natural rate was not suf- 
ficient. to predict inflation. 
Estimates of the Naira are in 
turn by-products of the infla- 
tion forecasting process, 
rather ft^w an input info ft. 
Neither can provide a mean- 
ingful, target Policymakers 
should, however, be more 
concerned by the levris-of 
output and employment 
than their growth rates. . . 

.. Mr King also rejected 
accusations that the Bank 
had paid too . much attention 
to the now-discredited offi- 
cial estimates of average 
ea rni ngs growth. 

He also downplayed the 
Idea that 45 per cent was a 
"magic threshold” between 
acceptable and unacceptable 
rates of earnings growth. ' 


' i • NEWS DIGEST 

PWVA T 1SEP imUTlES 

Biggest water group urges 
easing of takeover roles 

Britain's biggest water c om p an y ha a asked the 
government to desk the way for a wave of takeovers in the 
todustry. HH Alexander, chief executive of Thanes Wat®, 
says consumers wbutittse better served, if the current 10 
water aid sewerage' companies were whittled down to a 
smafler number of UK-owned businesses.. The company is 
to press John Prescott, deputy prime minister, to consider 
changes jo the industry’s regulatory regime to make it 
-easier for UK w^er companies to take over rivals. Mr 
Alexander believes the water industry would be more 
robust - and better equipped' to Invest in projects world- 
wide - if it slimmed down to a handful of companies. 

“We would be happy to work with the government on 
how legislation might be brought forward,” he said. Under 
the 1931 Water.IndusMes Act, an mergers between big 
water companies are automatically referred to the Monop- 
ofies and Mergers Commission. The referral gives overseas 
companies - notably- from the US and France - the 
chance to make a rival bid. . 

Thames has invested in a number of international pro- 
jects, including schemes in Puerto Rico and China, but is 
getting restless at its Inability to expand at home Mr Alex- 
ander said he hopeti Mr Prescott would adopt a “prag- 
matic” approach which would allow rationalisation in the 
industry. “We believe the UK would be better served by a 
possibly smaller number of robust, competitive and UK- 
owned companies, than by 10 vulnerable or actually for- 
eign-owned companies,” he said. George Parker, London 

I MIWSR A TKm - • • -V 

Controls to be speeded up 

Visitors to the UK would experience fewer delays at Immi- 
gration control under, plans from the British Tourist Author- 
ity and Immigration Service to co-operate on speeting up 
the system. The BTA said most visitors were entitled or 
qualified to be in. the country and delays should be kept to 
a minimum. The memorandum of understanding, jointly 
published yesterday by the two government agencies, 
gave no timeframe for implementation but said friat 
increased co-operation would lead to greater efficiency. 
The UK attracted 25 5m visitors from overseas last year, 
accenting to official figures, a 28 per cent increase on 
1993. E B z ab eth Robinson, London - 


TECHNOLOGY 


US group boosts Scotland plant 

SMART Modular Technologies, a designer of memory 
cards and embedded computers based in Fremont, Calif- 
ornia, yesterday announced an expansion at its European 
manufacturing headquarters in East KHbilde, central Scot- 
land. The workforce at the plant, opened two years ago, 
will increase from 250 to 370 over three years. 


THE ECONOMY • 

Factories faces ‘bloodbath’ 

The UK manufacturing sec tor faces “a bloodbath” if cur- 
rent trends continue, according to the latest monthly sur- 
vey of the industry.. Manufacturers reported tails in levels 
of output, orders and the .price of goods they produce, to 
record ’tows in-November. The Chartered Institute of Pur- 
chasing Managers, which compiled foe index of more than 
300 manufacturing companies, said foe sector contracted 
at its fastest rate for seven years. "What is really depress- 
ing is that domestic demand is so weak," said Peter 
Thomson, foe institute's director. The overall index fell for 
foe eighth consecutive month in November to 41.1 com- 
pared with 41.4 in October. . 

An index reading below 50 implies the sector is shrink- 
ing. The reading is the lowest since January 1992, when 
the survey began. Richard Adams, London 


CORPORAT E GOVER NANCE 

Vote recommendation snubbed 

Nearly ha# of the UK’s 350 biggest companies are falling 
to comply with recommendations on voting disclosure set 
out in the Hampel report on corporate governance this 
year. Pensions Investment Research Consultants reported 
yesterday. PJrc found that 172 companies - 49 per cent - 
fated to disclose foe results of their proxy votes at this 
year’s round of annual meetings. The report from the com- 
mittee headed by Sir. Ronald Hanpel. chairman of (Cl, rec- 
ommended that companies should provide voting figures 
when asked, by shareholders. ' 

Under, the current system proxy votes, lodged mainly by 
institutional investors, are disclosed only in foe rare event 
ofa shareholder poll Jane Martinson, London 
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BCCI staff claim careers have been stigmatised 


^ ■^ Maswi and Jbn Kefly 

London’s High Court” «n 
today consider whether 
^Ployees tainted by corpo- 
rate disasters can sue their 
lormer employers when the 
stigma stops them getting a 
new 30 b. 

The case could make legal 
history. 

Former employees of the 
collapsed Bank of Credit and 
Commerce International 


claim compensation for dam- 
age to their careers caused 
by the stigma of BCCTs 
notorious failure. 

A High Court Judge, will 
begin deciding in a nnmTw 
of test cases whether the for- 
mer bank staff are entitled ' 
to damages given the bank’s 
conduct before its $l3hn col- 
lapse in 1391 - the result of 
the world’s biggest banking 
fraud. ■ 

The case is important 


because a precedent could be 
set if the employees won. 

Some 650 former BCCI 
employees claim they have 
been unable to find financial 
services jobs. 

The claims come m a 
batch of 1.400 from employ- 
ees estimated to total 
between $400m and 3500m- 
Tbe liquidators of BCCI — 
Ddoltte & Touche - have set 
aside recoveries to meet a 
proportion of such actions. 


The alleged stigma-related 
cases represent most of the 
potential damages if 
awarded. • 

The employees are claim- 
ing damages on the basis 
that the bank’s conduct 
breached an implied contrac- 
tual obligation of mutual 
trust and confidence. 

The key part of the case 
may turn oh what kind of 
management behaviour 
be seen as breaching such a 


contract. Their case was 
upheld last July by the 
House of Lords, the upper 
chamber of parliament 
which acts as the highest UK 
appeal court, which ruled 
that such a breach was pos- 
sible in law. 

But it warned that in prac- 
tice it would he difficult to 
establish if such a breach 
had occurred. 

However, the case Is 
regarded as important- 


because the Lords' ruling 
gives employees a separate 
right to damages flowing 
from a breach of this trust 
even if their employment is 
legally ended. It overturned 
precedent limiting damages 
to the notice period - a pre- 
cedent set in 1909. 

Some lawyers consider 
this could possibly lead to 
stigma cases being brought 
against employers in other 

cases, such as when a com- 


pany attracts notoriety for 
selling a dangerous product 
or even for straightforward 
bad management. 

The cases related to BCCI 
are part of the complex net- 
work of more than 1.000 
legal actions which have so 
far taken place since the col- 
lapse of the bank. Many of 
those taking action in the 
present case had loans with 

BCCI and fare claims them- 
selves from the liquidators. 


MAHUF ACTMBIH G beating the trend 

Exporter takes 
seat at Boeing’s 
top table 


By Peter Marsh 


Despite the continuing flow 
of gloomy data and difficult 
trading conditions, manufac- 
turing success stories can 
still be found. 

Boeing of the US, the 
world’s biggest aircraft 
maker, buys all its pilot 
seats from Ipeco, an ftn gtfah 
company that recently spent 
S2m developing seats for 
Boeing’s 757-series. 

Ipeco has expanded its 
total sales from £20m ($33m) 
in 1996 to an expected £28ra 
this year - largely on the 
back of orders from the US 
company, which account for 
60 per cent of Ipeco’s turn- 
over. It is predicting another 
10 per cent total sales 
growth in 1999. 

Ipeco is dependent on US 
exports and has been pro- 
tected from the effects of 
sterling's rise by Its market 
position. “Inevitably the 
strength of the pound has 
affected margins- But we’ve 
been able to live with it by 
expanding our currency 
hedging activities and 
through gaining greater 
economies through increas- 
ing our output as Boeing has 
expanded its build rate in 
the past few years," says 
Steve Johnson, an Ipeco 
director whose family owns 
the company. 


Ipeco, then named Indus- 
trial Precision Equipment, 
was founded in 1961 by Allan 
Johnson, Steve's grandfa- 
ther. as ’a subcontractor to 
aerospace ami defence com- 
panies. It moved into idiot 
seats in the 1970s after UK 
government research into 
pilot stress. “After my 
grandfather designed one of 
the early seats he took it 
home to spend the weekend 
on it watching TV to dis- 
cover how comfortable it 
really was,” says Steve John- 
son, whose father, Chris, is 
Ipeco's managing director. 

The company's big break 
whs' in persuading Luft- 
hansa, the German airline, 
to specify Ipeco seats in the 
mid 1970s, after which orders 
from Boeing started to roll 

in- 

But the company has to 
invest heavily to ensure that 
its dflcig ms meet increasingly 
strict aerospace standards. 

“The dilemma for us is 
how to enhance comfort, 
enhance safety and reduce 
weight and costs, all at the 
same time," says Steve John- 
son. One longterm concern 
for- Ipeco is its dependence 
on Boeing. It is trying to 
reduce this through efforts 
to supply other- manufactur- 
ers, including Airbus, the 
European consortium that is 
the US company's main 



Chemicals company finds 
solution to business equation 


The fortunes of CP Pharmaceuticals prompt the 
big question: if the outlook is so grim, why can 
success stories be found? Peter Marsh reports 


Family seat Steve Johnson, whose pandfather found Ipeco. says 
the strength of the pound has affected maigkis David Ahmed 


rival, with seats for flight 
attendants ; - somewhat 
lower-tech versions of pilot 
seats. 

The company has also 
expanded into a variety of 
products, unrelated to air- 


craft seats, which account 
for 30 per cent of sales and 
include equipment for air- 
craft galleys and specialist 
spaoe satellite hardware for 
customers such, as GEC- 
Marconi.- 


W hile many UK manu- 
facturers scramble for 
orders in a colder eco- 
• nomic dimate, Charles Sav- 
age has to be careful not to 
overload his plant by taking 
on too much work. 

Mr Savage, chief executive 
of CP Pharmaceuticals, a 
fast-growing chemicals con- 
cern, illustrates a puzzle at 
the heart of British business. 
If the manufacturing outlook 
is so poor, why is it rela- 
tively easy to find examples 
of manufacturers increasing 
their output? 

Those doing well, even in 
export markets hit by the 
high pound, include those 
that have latched on to out- 
sourcing. in which bigger 
enterprises hand over parts 
of their production to out- 
side businesses. A second 
group encompasses those 
using specialist design or 
technical skills to meet 
demand in a global or 
regional niche. 

CP, based in north Wales, 
benefits from outsourcing. 
Mr Savage, a former consul- 
tant, Is a mam shareholder 
and is looking to make a 
public offering in the next 
few years. Sales are expected 
to grow from £24m ($40m) 
last year to about this 
year. 

CP makes “generic" or off- 
patent drugs and other prod- 
ucts sold to the state health 
service but the key to Its 


growth is contract manufac- 
turing for bigger companies. 

The big pharmaceuticals 
groups Increasingly spin out 
activities - on the grounds 
of cost and flexibility - to 
specialist concerns rather 
than make all their products 
themselves. 

Another trend benefiting 
CP has been the growth in 
“virtual" drugs groups that 
concentrate on research and 
marketing, leaving all their 
manufacturing to outsiders. 
About a third of CP’s turn- 
over comes from such con- 
tracts. 

Outsourcing also helps 
Moyola Precision Engineer- 
ing. in Castledawson, North- 
ern Ireland, which makes 
parts for industries includ- 
ing aerospace, lift-trucks, 
medical equipment and 
chemicals. 

It had sales of £l.5m last 
year, nearly a third 
exported, and aims to push 
the figure to about £1.9m 
this year. It is considering 
doubling its factory space 
and increasing its 40strong 
workforce by 15 per cent 

The 25-year-old privately- 
owned company invests 
heavily in machinery and 
spends more than £100,000 a 
year on training. 

In recent years Moyola has 
increased sales by an aver- 
age of 25 per cent a year. 
“We work in a number of 
markets; if one goes down 


the chances are the others 
wifi be going up.” says Mark 
Semple, whose father Ray 
owns the company and 
whose mother and sister also 
work there. 

“You can’t make cheap 
clothing efficiently in the 
UK so it is best to go for the 
more expensive alternative." 
says Mr Markham. "We are 
among the UK manufactur- 
ing companies which have 
benefited from the strong 
pound because we buy cloth 
from overseas, and this has 
cut our costs as sterling has 
risen." 

Piltronic. based in the 
northern England city of 
Leeds, has grown on the 
basis of ideas in the field of 
high technology. The com- 
pany is a leading maker of 
microwave devices used in 
mobile telecommunications 
and electronic warfare. Fil- 
tronic is publicly quoted, has 
annual sales of about ragftm 
and 2.500 employees, of 
which about one-third are in 
the UK and the remainder 
mainly in the US. Australia 
and Finland. 

The company's equipment 
fits inside base stations that 
channel signals to and from 
telephone handsets and con- 
nect them to the rest of the 
network. 

David Rhodes, a former 
Leeds University professor 
and FTltronic's founder and 
chairman, expects group 
sales to expand by 35 per 
cent over the next few years. 
“We are limited mainly by 
our ability to employ suit- 
ably qualified staff" he says. 


Former 
minister 
defends 
role in 
BSE crisis 

PA News Reporter in London 

William Waldegrave yester- 
day strongly denied that the 
previous Conservative gov- 
ernment underplayed the 
dangers of BSE to human 
health in order to protect the 
farming industry. Mr Walde- 
grave was chief health min- 
ister in the early 1990s and 
agriculture minister in 1994 
and 1995. 

Public health was always 
the “paramount concern" of 
both departments while he 
was in charge, he told thp 
inquiry into BSE. or “mad 
cow disease". 

Mr Waldegrave said that, 
while he was agriculture 
minister, food safety always 
took priority over the inter- 
ests of the farming industry, 
and it was wrong to see the 
two as mutually opposed. “It 
always seemed to me that 
there was a false dichotomy 
of saying that there was 
human healtb on the one 
side and the interests of the 
industry on the other. 

“If there was the slightest 
question - as the world has 
now seen - over the safety 
of British food, it was a 
catastrophe for the industry. 
It seemed to me that by far 
the best way of protecting 
the industry was to be tougb 
on public health issues." 

The public and media 
demanded simple and clear 
answers on whether eating 
beef was safe, while the sci- 
entists’ advice was not as 
clear cut, he said. 

Mr Waldegrave said he 
always encouraged bis scien- 
tific advisers to look into 
“dissident" theories pro- 
posed by researchers critical 
of the official line. 

He said ministers were ini- 
tially confident the best sci- 
entific advice was that there 
was no link between BSE 
and the human disease CJD, 
and the news that there was 
a link in 1996 came as a 
“thunderbolt". He told the 
inquiry: “This was the big- 
gest emergency of my politi- 
cal career.” 
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COMUNE Dl ROMA 
DIPARTIMENTO III 

The Comune di Roma hereby announces a new public contest 
through private bids, according to Art. 89 of Regolamento 
Contabilita Generate delio Stato no. 827/24, for the allocation in 
consession of the management of the council property complex 
called “Casina Valadier”, situated in the public park of Villa 
Borghese - Pincio area, to be used for restaurant and 
entertainment activities, as well as for cultural and social events. 

Due to its characteristics, the use of the building - protected 
under Laws 1497/39 and 1089/39 - must be selective, so that it 
can assume an important position within an international 
economic context 

Price at auction ITL 1,300,000,000, as the corresponding annual 
amount of the administrative concession foreseen for a period 
of 12 years, starting from the completion of the works. 

During the period of building renovation and modification, 
by and at the expense of the buyer, a utilisation payment is due, 
equal to 10% of the amount offered in the bid. 

For deadlines and application details, please refer to the call for 
bids and regulations which can be consulted both at the Aibo 
Pretorio (L.go Corrado Ricci 44 - Rome) from 9am to 12pm, 
Monday to Saturday, as well as at the Dipartimento III 
(Lungotevere De’ Cenci 5 - Rome) and at the district offices from 
9am to 12pm, Monday to Friday, from 24/11/98 to 4/1/99. The 
deadline for the presentation of offers is 12pm on 4/1/99. 

The call for bids was published in the official Gazette of the 
Italian Republic on 24/11/98 and was sent to foe Office of Official 
Publications of the European Community on 20/11/98. 

The Director 

(D.ssa L. Zambrini) 
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Team McLaren Mercedes 


Even at 300 km per hour, 
he stays as laid-back as life 


in his native Finland 


-.i : - .*i\ 

' ’ v. U.i 


Cou 


e l s A 


Mika Hakkinen 

1998 Formula One World Champion 
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Can you imagine two companies, synonymous with bold think- 
ing, taking the most daring step of all as a team? We can. Because 
the courageous people who led the development of a navigational 










His weekends seem to fly by, 


Especially when he’s behind 
the wheel of a Neon race car 


Robert JF 
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Expect the extraordinary 
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working to shape an adventurous future 
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Robert 7. Eaton 
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IT OUTSOURCING APPLICATIONS HOSTING 


Welcome 
to the era 
of ‘Rent 
an App’ 


Outsourcing's next 
step lets companies 
keep complete 
control of data, says 

Richard Poynder 

Eighteen months ago, 
Larry Koskinen con- 
cluded that the only 
way to Improve bis compa- 
ny’s sprawling computer sys- 
tem was to rip everything 
out and start again. 

But, os chief information 
officer at Development Alter- 
natives (DAJ). a US-based 
economic development con- 
sultancy. he realised this 
would mean closing down 
the Lotus Notes Infrastruc- 
ture on which the company's 
e-mail system, as well as a 
host of shared databases, 
was built. With 300 staff 
spread throughout GO coun- 
tries the communications 
blackout would have meant 
commercial suicide. 

His solution was to recruit 
the services or Interliant. a 
small Texas-based company 
specialising in a form or out- 
sourcing known as applica- 
tion hasting. “Effectively, we 
rented a Lotus Notes server 
based in Interliant's Houston 
office and bad them replicate 
all our messaging data, as 
well as our Notes data- 
bases,” says Mr Koskinen. 

Connected to Interliant’s 
international network, this 
allowed DAI's employees 
worldwide to dial directly 
into the rented system as 
though it were sdll housed 
on DATs computers. 

Mr Koskinen was so 
impressed he decided to use 
Interliant’s services perma- 
nently. “From a total cost-of- 
ownership standpoint, it 
made more sense to continue 
using Interliant than to take 
it back in-house," he says. 
“Just to offer the 24-hour 
telephone support provided 
by Interliant would have 
needed three shifts of people. 
It also meant someone else 
took responsibility for 
upgrades and maintenance." 

Benefits like this have 
made application hosting a 
hot topic. And with a grow- 
ing number of service pro- 
viders, including network 
operators such as Deutsche 
Telekom and IBM Global 
Services, internet service 
providers such as UUNET 
and Netcom, as well as new- 


style providers such as Inter- 
liant, there is no shortage of 
suppliers. 

So. how does application 
hosting differ from tradi- 
tional outsourcing? For a 
start, says Nancy Faigen, 
vice-president of e-business 
solutions at IBM Global Ser- 
vices, it enables companies 
to maintain total control of 
their data. “By outsourcing 
the application you still have 
your own system, but some- 
body else manages the soft- 
ware. the physical informa- 
tion and databases, and the 
network connect] o ns she 
explains. “By using the 
internet you can utilise a 
very low-cost, very pervasive 
mechanism for delivering 
that application. ” 

It also offers benefits to 
small- and medium-sized 
enterprises (SMBs), says 
Hartmut Wittig, head -of cor- 
porate strategy at Deutsche 
Telekom Computer Service 
Management. “Smaller com- 
panies often find themselves 
having to hire a full-time 
employee to manage a sys- 
tem that only requires a 
quarter of an employee to 
operate. Application hasting 
avoids this problem.” 

Large companies also ben- 
efit. says Jim Lidestri, Inter- 
liant’s chief executive. “For 
larger companies the issue is 
time to market we can roll 
something out in days or 
weeks that might take some- 
one else six months.” 

For Zurich-based Swiss 
Reinsurance Company it was 
a question of making the 
best use of internal 
resources. "We wanted to be 
sure that we would have the 



want to mess with it.” 

Instead, Swiss Reinsur- 
ance rented a Notes server 
from Interliant This acted 
as a gateway to the world, 
with Interliant doing the 
necessary gateway work. 

Lotus Notes was a test bed 
for application hosting; now 
it is only one of an increas- 
ing number of applications 
that may be rented. In 
August IBM formed a part- 
nership with ADP, a US- 
based computing services 
company , to otter a new 


‘By using the internet you can 
utilise a very fow-cost, very 
pervasive mechanism for delivering 1 


capability to communicate 
with all our vendors, part- 
ners and customers via our 
Lotus Notes system," says 
Friedrich Straker, head of 
global Notes network organi- 
sation at Swiss Reinsurance. 
“This meant setting up and 
operating separate gateways 
to the internet, X400 [mess- 
aging! systems, and various 
host-based mailing systems. 
For this you need very speci- 
alised skills, so we didn't 


internet-based payroll solu- 
tion for small businesses 
called EasyPayNet 

Developed by ADP and 
hosted by IBM, EasyPayNet 
provides a secure online pay- 
roll processing, tax filing, 
benefits administration and 
human resource information 
management solution. 

“Small businesses wanting 
to set up a payroll applica- 
tion now have two choices,” 
says Ms Faigen. “They can 


acquire the necessary soft- 
ware and equipment, and run 
it themselves or they can get 
the same capability from a 
provider like ADP. Instead of 
logging on to their internal 
system to get their processed 
data, they connect to the 
provider’s system across the 
net." 

The success of application 
hosting will depend on com- 
panies’ willingness to out- 
source critical applications; 
in particular, the Enterprise 
Resource Planning (ERF) 
software increasingly being 
used to integrate financial, 
human resource and manu- 
facturing processes within 
companies. 

Tom Gormley, an analyst 
at Forrester Research, sus- 
pects that the growing com- 
plexity of EBP systems 
offers companies little 
choice. “Over the past five 
years around $I0Qbn has 
been spent on ERP soft- 
ware " he says. “This has 
been done on the basis that 
outside experts come in to' 
help implement the soft- 
ware, and then leave the 
company to manage on its 
own. But many companies 
are getting the jitters half- 
way through the implemen- 
tation: they realise they 


can’t manage these very 
complex applications alone.” 

Mr Gormley expects this 
will lead to companies rent- 
ing their ERP so ftw are, ini- 
tially over private networks, 
eventually over the internet. 
“They will do so because the 
economics will be over- 
whelming;" he says, predict- 
ing that the applications 
rental market will grow from 
a pittance to $6bn by 200L 

Groupware and collabora- 
tion tools remain the fastest- 
growing sector . today, how- 
ever. In September Interliant 
took the process further, 
laun ching online “rent an 
app” products. With prices 
starting at $1435 a user per 
month, it is possible to rent 
applications on ah ad hoc 
basis over the web by credit 
card.. That includes a Year 
2000 compliance package, an 
online recruitment applica- 
tion. and a collaboration 
tool, developed by Lotus, 
called Instant Teamroom. 

DAI uses Instant Team- 
room to manage projects, 
assembling teams of consul- 
tants in virtual conference 
rooms on the web. “If you 
think about it, when you 
have your annual conference 
you don't buy the hotel, you 
rent the ball.” he says. 




JOHN W. HUNT 

ADViSES 



that can, 

teach leadership 


Management development is a growth ; 
industry, but our approach to developing - 
leaders should be more realistic 


Dear Professor Hun£, 
l recently joined a targe 
global organisation. One of 
its attractions was die 
promise to inoest in my 

development and I have been 
on several leadership 
madides nai by outside 
consultants. I must admit to 
feeling daunted by what is . 
demanded Jbr top leadership 
positions and have been 
thinking about changing tack 
altogether. Management - 
development itself seems ia be 
a huge business; Jt amnopo 
wondering iftt is this field 
that someone like me in my 
early 30s should look to for a 
career. 

Prof Hunt replies: 

H yoa want a business to get 
into, the development of 
managers is a winner. Look 
at any study of the past five 
yearn or the predictions of 
the next five and the only, 
conclusion to draw is that 
management development Is 
a growth industry. - 

Training Magazine, a US 
publication, recently 
reported that US companies 
spent an estimated S58.6bn 
(£35i4br0 on employee 
training and development in 
1396. While comparable 
figures for Europe are not . 
easy to find, and allowing for 
the Met that there are wide 
variations between . ' 
countries, anyone Involved 
in this business will ten you 
it is booming. 

Globalisation, the march , 
at technology, company 
restructuring, the rise of 
performance assessment - 
all have contributed in some 
way to the main driver: the 
search for leaders who can 
manage successfully in this 
complex and ever-changing 
business environment 

It is hardly surprising that 
you feel daunted. By . 
definition, effective leaders 
are unusuaL Mass 
production of unusual people 
is a contradiction in terms. 
And the more studies there 
are on the subject of 
“leadership" competencies, 
the more unlikely it is that 
we will find what 
researchers tell us we 
need. 

The list of cognitive, 
interpersonal, analytical and 
presentational skills now 
deemed essential for 
business leadership, almost 


regardless of level, would 
deter all but the most 
determined and gifted 
Individuals. 

There is not even a lot of 
evidence that those chief 
executives who possess this 
formidable armoury of skills 
are more likely to' run 
effective businesses. That is 
why, in recent years, there 
has been a welcome move to 
Show more interest In the 
characteristics of the top 
tea m rather than the chief 
executive alone. After aff, no 
or woman runs a 
business in isolation. And 
slowly, research is showing 
that the performance of top 
teams that can collectively 
demonstrate some of these 
skills bears more than a 
passing relationship with the 
performance of the firm. In 
which case management 
development should focus 
less an the Individual and 
more on the leader and his 
or her team. 

This Is a healthy move and 
ties in with my own view 
that our ambitious for 
developing leaders should be 
more realistic. If we 
continue to confront young 
people with god-like lists of 
.what is expected of them, 
then we are certain to fail to 
find or develop them. - ' . ’■ 

We should not be 
surprised if fewer and fewer 
young men and women will 
see their fu t ur e in global 
organisations where the 
expectations of their 
interpersonal or leadership 
skills are grossly overblown. 
Why should they bother? 
Why tolerate this 
humiliation, when r unnin g a 
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siT)aii consultancy two or 
three days a week in the 
booming management 
development industry could 
provide more fun. more 
freedom, as much or more 

wealth and - importantly - 
realistic expectations of 
what they might achieve. 

■ should you get into this 
business yourself? Given 
that it is still the prevailing 
view that manag e ment 
development is the way to 
produce these stars, it comes 
as no surprise to find that 
companies are willing . to 
invest hugely in that 
activity^ Some figures 
suggest that in the US the 
market for in-company 
programmes will increase by 
65 per cent during the next 
five years. So there is 
certainly room for you if you 
are really interested. 

Take a broad view, do not 
confuse development with 
courses. The idea of a 
programme, modular or not. 
as the best means of delivery 
is increasingly being 
questioned. Taskforce 
membership, job rotation, 
overseas appointments, 
on-the-job learning and 
distance [earning all now 
feature prominently in 
modern development 
delivery. 

Several factors have 
Influenced this shift. First, it 
is dear that typical 
classroom teaching may not 
be the most effective way to 
learn many of the admired 
business skills. Second, 
while the demand for 
training has increased, the 
number of trainers (whether 
corporate staff, business 
school faculty, or external 
consulting firms) who can 
deliver a quality learning 
experience has not increased 
in parallel. 

While management 
development is a lucrative 
goal to pursue, effective 
developers are at a premium. 
So before you leap onto this 
bandwagon, practise on your 
company’s programmes. 

Find out if you have the 
skills needed to succeed in 
this game. There Is little joy 
in being second-rate at your 
job but, for some reason, to 
be a second-rate consultant 
in management development 
is very sad indeed. 

John W. Hum is Prqfessor of 
Organisational Behaviour at 
London Business School and 
a consultant to pritaie and 
public sector clients. This 
column appears fortnightly. 



TECHNOLOGY SATELLITES 


Watch this space 


George Cole on a system that can 
reduce broadcasting costs by combining 
digital data streams above the earth 


A new satellite 
technology could 
greatly reduce the 
cast of distributing digital 
television programmes, data, 
multimedia and internet 
content over Europe and 
parts of the Middle East. 

The Skyplex system has 
been developed by Eutelsat, 
the European Telecommuni- 
cations Satellite Organisa- 
tion. and the European 
Space Agency, and built by 
AIcnia Acres pazio. an Italian 
technology company. 

Skyplex makes it possible 
to combine or “multiplex” a 
variety of data streams on 
board a satellite and then 
distribute them over a wide 
area as a single data stream. 
Data multiplexing is nor- 
mally carried out on the 
ground, with broadcasters or 
data content proriders send- 
ing their data to a multiplex- 
ing site. 

After being multiplexed, 
the data stream is sent to a 
satellite (uplinked) and then 
transmitted back to earth 
(downlinked) to be received 


by a satellite dish. The dish 
may be connected to a televi- 
sion, PC or business televi- 
sion system. 

The conventional multi- 
plexing system works, but 
television or data broadcast- 
ers must send their data via 
fibre-optic link or microwave 
transmission. This can be 
expensive, especially if data 
Is being sent from several 
sites or even from different 
countries. 

The Skyplex system has 
been successfully tested by 
Eutelsat aboard the compa- 
ny's Hot Bird 4 satellite, 
positioned in geostationary 
orbit over the equator at a 
longitude of 13 degrees east 

Hot Bird 5, which was 
launched on October 9 and 
went into service on Novem- 
ber 10, is co-locat«i at the 
same orbital position, and is 
the first satellite operating 
Skyplex on a commercial 
basis. Hot Bird 5 con tains 
three Skyplex units, with 
two units used for back-up. 

Each unit can handle up to 
eight uplinked data streams. 



with data speeds of up to 6 
megabits per second. Data is 
downlinked from a Skyplex 
satellite at speeds of up to 
27.5 megabits per second. 

The Skyplex unit multi- 
plexes the data in real time, 
adds error correction data 
and then converts it into a 
format that conforms to the 
European Digital Video 
Broadcasting (DVB) stan- 
dard. More than 70m homes 
in Europe, the Mediterra- 
nean basin and the Middle 
East receive television chan- 
nels from Hot Bird satellites. 

Gluliano Berretta, Eutel- 
sat's director-general desig- 
nate. says Skyplex could 
greatly reduce the uplink 
costs: “It normally costs 
around $200,000-$250,000 to 
up link data to a satellite, but 
with Skyplex it could be as 
low as $70,000." 

Potential uses for Skyplex 
technology include the dis- 
tribution of local or regional 
programming, thematic 
channels, business televi- 
sion, data distribution, and 
as an internet gateway. 

“The barriers for using 
satellite to distribute your 
programmes, multimedia 
content or data are coming 
down," says Mr Berretta. 



internet market 


The only way for Europe and Asia to narrow the US lead in the 
Internet economy is to reduce their own telecommunications 
charges and thus make access easier 


International debate about 
the internet has so Ear 
focused primarily on Issues 
such as privacy, encryption 
and taxes. Yet there is a 
much broader issue that 
rarely gets mentioned, which 
is giving the so-called 
internet economy of the US a 
big boost, perhaps at the 
expense of non-US 
participants and certainly to 
the detriment of established, 
“offline” businesses. 

The Clinton 

administration has created, 
in effect, an “industrial 
policy" regime that favours 
US electronic business. 
Through favourable 
regulatory and taxation 
policies, the government has 
ensured that internet access 
in the US is cheaper than 
anywhere in the world. For a 
$20 flat fee per month, or 
less, US computer users can 
dial up the internet for 
hours at a time, with no 
telephone charges to add to 
their costs. 

The result? More than 30 
per cent of the US 
population is online 
compared with less than 15 
percent in the UK, for 
example. 

But the Implications of 
varying internet costs go Ear 
beyond consumer spending. 
Lower telecommunications 
rates also make it cheaper 
for European electronic 
merchants to set up their 
web servers in the US, even 


if they plan to sen products 
to customers In their home 
countries. Steep charges for 
local telephone calls used to 
access the internet also 
discourage the formation of 
new electronic businesses in 
Europe and Asia. 

The cost advantages of the 
US are determined to a large 
degree by regulations that 
prevent local telephone 
companies charging access 
fees to internet service 
providers that use their 
telephone networks. This 
policy may have come about 
by accident - the result of 
regulations failing to keep 
pace with, technology 
changes - but it is now in 
effect ensuring- that internet 
prices in the US are not 
aligned with real costs. 

In traditional industries, 
such policies would surely 
create an outcry among 
international trading 
partners. The vise of 
government subsidies, tax 
favours and other 
mechanisms to maintain or 
increase industrial growth 
has been at the root of many 
trade battles. Yet so far. the 
US government’s industrial 
policy towards electronic 
business has gone largely 
unchallenged. Can it be that 
other countries have yet to 
recognise its effects? , 

Of course."th£ best 
response that other . 
countries could make to .the 
rapid growth of the US 


internet economy would be 
to find ways to lower their 
own local telecoms costs - 
which in many cases are 
i kept artificially high by 
market regulation. That Is 
what internet users and 
businesses should be 
pushing for. 

Where is your web site? " 
Businesses with “mission 
critical” web sites - 
electronic stores, auction 
houses and the like - as well 
as those with an 
“image-critical" internet 
presence, are turning 
increasingly to third parties 
to maintain the computers 
and CQimn nrrfrgt inns 
facilities that keep their web 
pages purring 24 hours a 
day, every day. 

The trend has mad e 
Exodus Communications one 

of the "fastest growing 

companies in Silicon Valley 
daring the past year, and 

created a new niche in. the 
IT outsourcing services 
Industry, 

Exodus's data centre, at 
the- company’s Santa Clara 
headquarters, is like no 
other l have seen. Fitted 
with dozens of cages, like a 
jam-packed zoo, it houses 
the rack-mounted electronic 
“beasts” that power 
hundreds of popular web 
sites. The cages vary in size, 
roughly proportional to the 


volume of traffic on the web 
site. 

At the simplest level. 
Exodus merely provides a 
secure building - with 
multiple back-up 
communications and power 
lines - explains Ellen 
Hancock, Exodus chief 
executive, as we tour the 
fa cility. Yet as. electronic 
businesses grow, companies 
tend to hand over more and 
more responsibility to the 
services company to ensure 
that upgrades and 
unexpected systems 
problems are dealt with 
promptly. 

. Lead ing businesses out of 
the land of tangled networks 
and miscreant servers is 
Exodus's mission. A growing 
portion of the company's 
clients also host their 
internal intranets in Its 
cages. 

The next step for Exodus 
will be to offer data ha qg 
hosting services - as part of 
an initiative by Oracle, the 
database software company, 
to enable small and medium 
businesses to make use of its 
products. 

For Ms Hancock, a veteran 
of International Business 
Machines and Apple 
Computer, it is all 
suspiciously like the old 
days when mainframe 
computer systems became 
just too complex for a lot of 
companies to support 
Internally. 

Come to think of it buying 

.access to database 
management software is 
reminiscent of the days of 

timesharing. Could Exodus 


become the next EDS? 

1 «** 

As all good free-marketeers 
will tell you, messing with 
market forces is a perilous 
game. The internet is no 
exception. Local telephone 
companies in the US. which 
have little financial 
incentive to increase 
internet traffic on their 
networks, have failed to 
invest in creating high 
bandwidth links to US 
homes and businesses. ISDN 
lines, for example, are less 
widely available in the US 
than in Europe. 

This has created the “last 
mile" problem, so called 
because although the trunk 
lines of telephone networks 
are capable of carrying high 
speed signals, connections 
to homes are typically 
slow. 

Addressing this problem is 
the aim of Microsoft’s 
Partnership with Qualcomm. 
Together, the software 
company and the wireless 
communications technology 
specialists plan to bypass the 
Phone companies’ last-mile 
chokehold with wireless 
links. 

In other words, market 
forces are at work. And who 
better to drive them than the 
IT industry's most successful 
capitalist? 

Share your views in the 
Bogle Eye discussion group 
on the FT web site 
(uiwwJPT.com) or contact 
Louise Kehoe by email on 
ikehoeufix.nelam.com 
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We are uniting our family around the 

- • j 

i. 

world under one name HSBC. -■ 

Why? Because as one of the world’s most 
successful financial services organisations we 
would like you to understand us bfotter. 

You may have met bur people already. 
You talk to them every time you are in touch 
with one of our family members. But you may 
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Marine Midland Bank 
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Hongkong Bank of Canada 
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HSBC Banco Roberts 
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HSBC Bamerindus 
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Hongkong Bank Malaysia 
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The British Bank of the Middle East 
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not yet know just how much we can do for 
you around the comer and around the world. 

With more than US$41 billion in capital 
resources, and 5,500 offices in 79 countries 
and territories, we are big enough to help and 
close enough to care. 

Talk to us and sea You can be sure of a 
warm welcome. 
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Travel, they used to say, frees 


the mind 


It still can. So relax. Think yo 


thoughts. 


And leave everything else to us. 
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JR The Qualifiyer Group 


Swissair. We care 


For information and booking: www.swissair.com or call your Ideal travel agent 
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THE ARTS 


Opera lies moribund on 
the War Memorial stag* 

P 0 ® 0 * 08 and lack-lustre ^productiGnsJiave dogged the 
sco opera company ail season, reports Timothy Pfaff 


* nwre than one way to 

com P a3 ^- San Pram 
mw plies its trade in 
^sumjrtuously refurbished War 
Memorial Opera House, but this 
season - by a margin the most 
&smal m this observer’s 28 -year 
experience - It has become some- 
uung of a sweatshop. Opera in 
Sen Francisco now feels like 
work on both sides of the curtain. 
a company that seemed unable 
to get off the "Streetcar Named 
Disaster" took until the season’s 
penultimate offering, Peter 
Grimes, to muster a production 
that looked and sounded as if 
anyone cared. 

The Grimes was announced 
and marketed as a new Christo- 
pher Alden staging, but fiwatiHai 
constraints prompted the com- 
pany to resort to its quarter- 
century-old production, memora- 
bly directed on its two previous 
outings by a distinguished Bal- 
strode, Geraint Evans. While 
John Copley's revival larked the 
coarseness erf his other work in 
San Francisco, it also defi- 
nition. Principal characters never 
quite came into focus, with 
Thomas Moser's gripping protag- 
onist the only stage presence 
more compelling than - unal- 
loyed Copley here - the bor- 
ough’s miscreant movers. 

Deborah Riedel’s big-voiced 
Ellen Orford veered uneasily 
between naive do-gooder and 
defiant outcast, and tended to 
disappear when not singing. Alan 
Held's squhxty Balstrode lacked 
presence, to say nothing of the 
moral authority, to order Peter to 
take his boat out and "sink her". 
Only Moser, who also delivered 
the production's only frin g in g of 
real consequence, seemed inner- 
directed. Honing in on the char- 
acter's schizophrenia (artistic, 
not clinical), he chilling ly caught 
Peter's wild careering between 
tottering colossus and aspiring 
speck. 

What direction was lacking 


onstage came abundantly from 
the pit. where Donald Rmirdcles, 
largely back on fans thfa fwvm 
and Imre conducting an opera he 
clearly knows and loves, led with 
authority. Hie orchestra and cho- 
rus became the important charao- 


Valery Gergiev making his local 
farewell. 

The most d evast a ting laughter 
greeted the season’s only other 
new production after Andre 
Previn's disastrous A Streetcar 
Named Desire : a limp Emilio Sagl 


ters they are in Grimes, and the stagii^ of Don Carlo with insipid 


opera ultimately exerted its 
wonted impact. 

Runnicles played a wmibr role 
in one of the few other 
this season when one simply for- 
got one was in the theatre: a 
transporting "Und du wirst mein 
Gebfeter sein" in Arabella, with 
Franz Grundheber’s Mandryfea 

This was a reason In 
which the audience 
laughed Cut foutf- 
atthough there .was 
only one comic opera 


joining the entire audience in 
SUOCUmbing to the Hiarmg and 
strengths of Claire Watson’s Ara- 
bella. It was a moment to be 
grateful for in a performance oth- 
erwise memorable only for Don- 
ald McIntyre’s indelible Count 
Waldner. 

More than a decade ago. Lots 
Mansouri began his tenure as 
general director with the only 
promise he was in a position, to 
make: that there would be 
heightened emphasis on theatri- 
cal values. But in a season in 
which he uncharacteristically 
directed none of the productions, 
show after show lay in state on 
the War Memorial stage while 
vocal standards dropped to 
unprecedented lows. This was a 
season in which audiences 
langhed out loud - though the 
only comic opera was a late- 
season import of the Kirov’s 
Betrothal in a Monastery , with 


postmodern designs by 
Brown. The cruellest guffaws - 
though they largely expressed 
incredulity - targeted MarkeHa 
Hatziano’s vocally inept Ehoti. 
The rest were elicited by an auto- 
da-fi that looked like a Trium- 
phal March gone bad (complete 
with piqjpet show), and by Sagi's 
decision to ehminate the opera's 
problematic final moment and 
replace it with action that Td 
describe if I had the faintest idea 

what happened. 

Emmanuel Joel’s glacially slow 
tempos did nothing to erase 
memories of one of Runnkdes’s 
great achievements in rtia ho n w . 
conducting a 1992 revival of a 
celebrated Don Cartas that didn't 
warrant replacing. Sergei Larin's 
sturdy Carlo and Anthony Mlch- 
aels-Moore’s intermittently noble 
Rodrigo represented the only 
acceptable singing, offsetting 
James Morris’s malevolent, dis- 
tended Philip n and Nina Ran- 
tio's Elisabeth, which began 
promisingly but by "Tu che le 
vanitfl" devolved into a pathetic 
Montserrat Caballe imperson- 
ation. 

Two other productions, both 
old enough to vote, showcased 
box-office favourites Ruth Ann 
Swenson ( Manon ) and Carol 
Vaness (Norma), the former sing- 
ing creditably if not quite to her 
accustomed standard. Vaness, 
flanked by Anna Caterina Anton- 
acri’s unreliable Adalgisa, Mich- 
ael Sylvester’s stolid Poffione and 
Andrea Silvestrelli's woofy Oro- 
veso, sang a petulant, verismo 
Norma, a vocal disaster on open- 
ing night, on the second accurate 
without a trace of bel canto lim- 
pidity. Any chance at nobility 







Thomas Moser's performance as Peter Grimes (above) and Donald Rumldes in the pit were among the few high 
points of the season MmySobi 


was countermanded by the deci- 
sion of the revival director, 
Andrew Sinclair, to have her slit 
the throat of a half-naked male 
human sacrifice during "Casta 
diva” and collect the blood in a 
chalice. At least she didn’t drink. 

A season-opening Turandot 
revived the popular David Hock- 
ney production with an inade- 
quate cast headed by Gabriele 
Schnaut’s grotesquely squally 
Princess. But it was Tristan urtd 
Isolde (in a revival of an empty 
Michael Hampe production last 
sung by Schnaut) that raised a 
public outcry at the company's 


casting policies. A week before 
opening, Karen Huflktodt - who 
couldn't manage Salome two 
years ago - was excused and 
replaced by Elizabeth Connell, 
whose opening night was report- 
edly rough. But the second per- 
formance she sang ably, and gen- 
erously, while still a far cry from 
a credible Isolde. Wolfgang 
Schmidt lunged desperately at 
Tristan's notes, missing many of 
them wildly and clearing the 
bouse before Act 3. This was a 
show Runnicles and Violeta 
Urmana’s fine Brangaene co u ld 
not save. 


There is widespread alarm that 
Schmidt is the announced Sieg- 
fried in the company's Ring next 
summer. But the biggest concern 
is Mansouri's decision to hire 
Andrei Serban* (for his first Ring) 
to rethink and redirect Nikolaus 
Lehnhoff s widely admired and 
internatio nall y imi tated produc- 
tion, and Robert Perdziola to 
"revise" John Conklin's resplen- 
dent designs. It's beginning to 

look like van dalism. Jane Ra glan, 
singing her first complete Brun- 
nhflde here, will have her work 
cut out to redeem this cr umbling 
Valhalla. 


Sweet smell of success 

Chris Ofili wins the Turner Prize, reports Antony Thomcroft 


A poptfar winner, V not a cerebral one: Chris Orta, the o&fe-on fewwrff* with some of Ms twlgtajy <fec«atwe wor* 


Chris Ofili has won the 1998 
Turner Prize, worth £30.000 and 
tons of prestige. The odds-on 
favourite was given bis cheque 
by dothes designer Agn&s b. at 
the Tate Gallery in London last 

night- 

. It was the first time an artist 
working mainly with paint has 
won the Turner since 1965, when 
it went to Howard Hodgkin: in 
recent years it has been snapped 
up by video artists. But Ofili fits 
neatly into the Turner tradition 
of sparking off controversy: he 
invariably adds elephant dung to 
his brightly decorative paintings. 

The use of dung is to remind 
Ofili, who was boro in Manches- 
ter in 1968, of his African origins: 
his parents come from Nigeria. It 
also, with its perceived ug line ss, 
arts as a counter to the almost 
garish colours he employs in his 
work, which in recent years has 
become increasingly figurative. 

There is little attempt in his 
art to avoid his origins. Ofih’s 
paintings have a sunshiney. 
folksy look, reminiscent of an 
African street market. His por- 
traits are often familiar black 
icons, with Afro hairstyles and 
exuberant poses. But there is also 
an inner city, urban feel to the 
work: Ofili is drawn to gangsta 
rap and likens the imposing of 
layers of paint on his canvases to 
the laying down of instruments 


on a record. In cheeky homage, 
he is happy to inscribe the names 
of black rap artists, as well as 
sportsmen like Clive Lloyd and 
Frank Bruno, on to the dung 
which attaches itself remorse- 
lessly to his paintings, as well as 
supporting them off the floor. 

Ofili is dot a polemical artist; 
be undercuts his imagery with 
humour, and is not afraid to use 

Ofili fits neatly into 
the Turner tradition 
of controversy: he 
invariably adds 
elephant dung to his 
paintings 

pornography as a source erf ideas. 
He is likely to be the most popu- 
lar and accessible winner of the 
Turner for many years, if not the 
most cerebral. 

Ofili. who is attached to the 
Victoria Miro gallery, studied at 
Chelsea School of Art and the 
Royal College of Art in London. 
His work is bought by Charles 
Saatchi, and it was included in 
last year's Sensation exhibition 
at the Royal Academy. ’‘Them 
Bones", painted in 1995 with 


acrylic, oil. resin and elephant 
dung, is on offer at Christie's auc- 
tion of works from the Saatchi 
collection next Tuesday, esti- 
mated at up to £ 10 , 000 . It should 
now sell for more. 

The runners up for the Turner, 
which is sponsored by Channel 4, 
were the video artist Sam Taylor- 
Wood, whose work pries into the 
lives of the chattering classes: 
the multi-media artist Tarita 
Dean, who employs her obsession 
with the sea in work which 
stretches from videos of light- 
house beams to drawings of 
waves: and the sculptor Cathy de 
Moncbaux, whose compositions, 
using a sensual mixture of mate- 
rials, are perhaps the most 
intriguing 

The work of all four short- 
listed artists is on display at the 
Tate Gallery on MUIbank until 
January 10, 1999. The Turner 
Prize is much mocked for concen- 
trating on a small coterie of art- 
ists working at the cutting edge, 
for its concern with political cor- 
rectness and for operating within 
a small group of gallery owners 
linked to the Tate Gallery. But 
the prize is designed to provoke 
discussion, and to be concerned 
with new developments in con- 
temporary art. Much of the work 
is. at the least, interesting aud it 
certainly attracts a new and 
younger audience to the gallery. 


MUSIC ELL IOTT CA RTER 

Laced with 
wit and 
wisdom 

A splendid Barbican concert to 
London on Saturday not only 
celebrated Elliott Carter’s 
imminent birthday, but proved 
that at 90 this remarkable 
American composes* is still a 

creative force. His new opera - 
his first - is complete, though it 
will not be heard until next 
September, In Berlin. 

Meanwhile we had two London 
premieres to be going on with, 
and also Us Fifth String Quartet. 
Oliver Knussen conducted the 
BBC Symphony in Carter’s 
Symphonic (as he did at the 
ISCM festival in Manchester last 
spring): three opulent 
movements, respectively 
athletic, brooding and brilliantly 
airborne. The composer has 
added a subtitle: sumjlexae 
pretium spei ("I am the prize of 
flowing hope”), the dosing line 
of Crasbaw’s Latin poem about 
poetry which inspired the work. 

The Fifth Quartet (1995) Is 
dedicated to the superb Ardittl 
team who performed it hoe. 
Carter has always liked to 
emphasise the individuality of 
each voice In his quartets: in no. 
5, the six movements proper are 
linked by “Interludes" in which 
the separate players try out and 
explore fragmentary ideas from 
before and after. As intended, we 
seem at once to be hearing both 
an illuminating rehearsal and a 
performance. The music is rich 
in beautiful invention, and 
Carter’s ingenious ruse makes it 
easier to appreciate immediately. 

Urania Oppens joined the 
Arditti for the new Piano 
Quintet Her piano is set in 
maximal contrast with the 
strings - initially terse and 
staccato against their lyrical 
polyphony, later taking off in 
puckish virtuoso flights while 
they are otherwise occupied. 
When they share material, it is 
usually at different times: the 
piano starts a new "movement" 
while the strings are still 
developing the last one, or vice 
versa. 

All these complications are 
under masterly control, and 
laced with mischievous wit 
Carter is incorrigible, and 
incomparable. The audience for 
this concert was gratifyingly 
large and warmly responsive. 

* 

A few nights earlier Christoph 
von DohnSnyi explored more 
familiar territory with the 
Philharm n nla (and an even 
bigger audience) In the Royal 
Festival Hall: Mahler’s Second 
Symphony, the “Resurrection". 

It had been awesomely well 
rehearsed, from the furious 
string-flourishes at the start to 
the grand choral peroration (the 
Bad) Choir in lusty form) and 
off-stage brass in the Finale. 

Dohndnyi revealed more 
delicate polyphony in the 
Andante than one generally 
hears, and even more whimsical 
and sinister details in the 
Scherzo (though it was a notch 
slow, and therefore slightly 
tame). Hie solo singers were 
Nathalie Stutzmann, whose deep 
contralto In “Uriicht" was 
earnest and a bit plummy, and 
the lovely soprano lnger 
Dam-Jensen. 

If there was a price to pay for 
DohnAnyi’s comprehensive 
rigour, it was in the string-tone: 
the violins sounded so 
exhaustively drilled that there 
was no illusion of spontaneity, 
and in pianissimo passages not 
much bloom. Still - hugely 
impressive, and a huge success. 

David Murray 


international 

Arts 

Guide 

ADELAIDE 

OPERA 

State Opera of South Austrara ■ 
The Ring: seeond cydeof 
Wagner’s opera. Performed Jn 
Australia for the first time since 
1913, The Ring « conducted by 
Jeffrey Tate and includes Jans 
Martin among the cast; to 
Dec 4 

AMSTERDAM 

EXHIBITION 
Rjjksmuseuro 
Tei: 31-20-673 2121 
Shakudo: display ofAsmtic 

objects highly poputer «nEur^ 
In targ^iiaritfaes 

by the Dutch East India 
Company- Mainly they La*. 

^^oods such as sworti Wte 

and tobacco boxes to Apr 5 

OPERA _ H . 

Netherlands Opera, 
MuriektheaW- 
Teh 31-20-551891] 

The Queen o* Spadesty 

TchaHcovsky- pjndu^edby 
Semyon Bychkov^ a rw 

staging by Lev Dodin. An 


International co-production that 
win travel to Florence and Rome; 
Pec 2, 6, 8. 

BRUGES 

- EXHIBITION 
Mus6e MemHng 

Tel: 32-50-44 6644 
From Mem ling to Pourbus: 
exhibition illustrating the 
importance of Bruges as. an 
artistic centre In toe 16to century. 
Govertng .the period between 
Hans MemRng (c.1430/40-94) 
and Pieter Pombus'fl 523-84), it . 
contains paintings, drawings, 
sculptures, tapestries and 
manuscripts; to Dec 8; 

CHICAGO 
exhibition 
A rt Institute Of Chicago 
Tel: 1-312-443 3600 

www.arGc-edu 

Art and Archaeology of Ancient 
West Mexico: more than 200 . 
works. Including terracotta 
figures found in tombs, and 
findings of recent excavations; to 
Dec 6 

OPERA : 

Ivric Opera of Chicago- .. 

Tab 1-312-332 2244 • 

wwwJyri<x>pefB-org f 

Rise and Fafltrf the House of 

Mahagonny: by Kuit Weill, . 
Rbretto by Bertolt Brecht. New. _ 
production, conducted by Sylvan 
Cambrefing, with a cast Including 
OathertneMatfitan; Dec 4 

COLOGNE 

OPERA . 


Operder Stadt - 

Teh 221-221 8400 
Die VOgek first modem staging 
. for Waiter Braunfels’s opera. 

. Premiered in 1920, it was banned 
by the Nazis and largely 
forgotten until a recent recording. 
This production Is conducted by 
Bruno Weill and staged by David 
Mouchtar-Samorai; Dec 6 

FLORENCE 

OPERA 

Teatro Comunaie 

Tet 39-055-211158 . 
wwwjnaggto5ofWTtkto.com 
La Bohbme: by Puccini. 
Conducted by Semyon Bychkov 
in a staging by Jonathan Miller; 
Dec 3 

FRANKFURT 

OPERA . 

Oper Frankfurt 

Tet 49-69-21237 999 
wwwJmnkfurt-businessJte/oper 

• Die Zauberflfite: by Mozart 
Conducted by Guido Johannes 
Rurristadt in a staging by Alfred 
Kkchner. With 'a cast including 
Britta StaDmaster and Kirsten 
B Janck; Dec 3, 5, 7 

• Rigoietto: by VerdL - 
Conducted by Olaf Henzold and 
staged by Kurt Hones. With John 
BrOcheler and Elzbleta &mytka; * 
Dec 2, 4, 6 


HELSINKI 

OPB1A ... 

finreeh National Open 

Tet 358-9^403 021 
Anna Botena: by Donizetti. 
Conducted by Maurfdo Barbacini 


in a new staging by Jussi Tapola, 
with designs by Anna Kontek; 
Dec 2, 4. 8 

LONDON 

CONCERTS 
Barbican Han 

Tet 44-171-638 8891 
London Symphony Orchestra: Sir 
Cofin Davis conducts a series of 
works by Elgar; Dec 6 

Royal Festival Had 

Tel: 44-171-960 4242 
London Philharmonic Orchestra: 
playing a score composed and 
conducted by Carl Davis. It 
accompanies a screening of The 
Thief of Bagdad, the 1924 film 
starring Douglas Fairbanks; 

Dec 6 

Wigmore Han 

Tel: 44-171-935 2141 . 

Fazfl Say. Turkish pianist makes 
his first London recital Musk; by 
Bach, Berg an d. Mozart features, 
as wefi as some of Say's own 
compositions; Dec 7 

OPERA 

Engfish National Opera, 

London Cofiseum 
Tet 44-171^632 8300 

• Boris Godunov: by 
Mussorgsky. Conducted by Noel 
Davies in a new staging by 
Francesca Zambeito, with sets by 
HikJegard Bechtier. Gidon Saks 
sings the title role; Dec 2, 4, 8 

• La Tra vista: by Verdi. 

Jonathan Mger's production 
indudes Sandra Ford and 
Christopher BocttKlones among 
the cast Paul Daniel conducts; 
Dec 5 


THEATRE 
National Theatre 
Tel: 44-171-928 2252 
Betrayal: by Harold Pinter. Trevor 
Nunn directs Pinter's 1978 play, 
with a cast including Anthony 
Calf and Imogen Stubbs; 

Lyttteton Theatre; 

Dec 4, 5, 7, 8 

NEW YORK 

CONCERTS 

Avery Fisher Hafl, Lktcofai 
Center 

Tet 1-212-875 5030 
wwwJincolncenter.org 
New York Philharmonic: 

conducted by Kurt Masur in 
works by R. Strauss. With 
soprano Deborah Voight; Dec 4, 

5 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera.org 
La Traviata: by Verdi. Production 
by Franco ZeffrdD with a cast 
Including Patricia Racette and 
Marcs lo Alvarez. James Levine is 
the conductor; Dec 4 

PARIS 
CONCERTS 
SaSe Pteyet 

Tet 33-1-4561 6589 
Orchestra de Paris: conducted 
by Emmanuel Krivaie in works by 
Brahms, Beethoven and Dvorak. 
With piano soloist Krysttei 
Zimerman; Dec 2, 3 

OPERA 


Opdra National de Paris, Op6ra 
Ba stifle 

Tel: 33-1-4473 1300 
www.opem-de-paris.fr 
The Merry Widow: by Franz 
Lehdr. Conducted by Armin 
Jordan and with a cast Including 
Frederica von Stade and Hakan 
Hagegand; Dec 4, 6 

Theatre des Champs Bysees 
Tel: 33-1-4952 5050 
The Magic Flute: by Mozart 
Jean-daude Malgohe conducts 
and the staging is by Pierre 
Constant With La Grands Ecurie 
et la Chambre du Roy and the 
Maitrise du Centre de Musique 
Baroque de Versailles; Dec 5. 7 

ROME 

CONCERTS 

Accademia Nazionale cfl Santa 
CecSa 

ret 39-6-6880 1044 

• Orchestra and Choir of the 
Accademia Nazionale di Santa 
Cec: conducted by Norbert 
Balatsch in works by Beethoven. 
With piano soloist Michele 
Campanetta; Dec 2 

• Orchestra and Choir of the 
Accademia Nazionale di Santa 
Cec: conducted by Myung-Whun 
Chung in works by Mozart and 
Mendelssohn. With piano soloist 
Murray Perahia; Dec 6. 7, 8 

SAN FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 7-475-864 3330 
www^foperB-com 
Peter Grimes: by Britten. 


Conducted by Donald Runnicles 
In a staging by John Copley, with 
sets by Carl Toms. The title role 
is sung by Thomas Moser 
Dec 2, 5, 8 

TOKYO 

CONCERT 

Orchard Hafl, Bunkamura 
Tel: 81-3-3477 9999 
Silent Cities: the Tokyo 
Philharmonic Symphony 
Orchestra gives the world 
premiere of Mark-Anthony 
Tu mage’s composition, ending a 
year-long festival of British 
contemporary music; Dec 5 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06L3fe Moneykne with Lou Dobbs 
13.30; Business Asia 
19.30: World Business Today 
2 2 .0 0; World Business Today 
Update 

• Business/Market Reports: 
05:07; 00:07; 07JT7; 0830: 0930: 
1030: 1120: 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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MARTIN WOLF 


UK and the spider 


When it comes to Europe's single currency, the moral Is: if at 
first you do not succeed, wait, wait and wait again 


The pressure has already 
begem. With the launch of 
the euro now less than a 
month away, the British 
great and good, in 
advertisements and totters 
in newspapers, are calling on 
the government to say it will 
Join aa soon as possible. 

This is what Tony Blair 
wants. He expected the 
country's self-exclusion horn 
an upwind-running economic 
and monetary union to stir 
the British business and 
political elite into action. 
Their clamour is bound to 
become deafening. The 
prime minister will be forced 
to respond, at minimum 
political risk to himself. The 
UK will then Join - probably 
at the wrong rate. 

All this is depresslngiy 
familiar . British policy has, 
since the 1950s, been marked 
by lack of enthusiasm for 
the European project on the 
one hand, and fear of 
exclusion, on the other. The 
result has been reluctant 
and delayed entry into 
whatever the continent baa 
agreed. This Is the worst of 
both worlds; the UK ends up 
Joining what it bashed little 
say in creating. 

For this reason I 
concluded two years ago 
that the UK had better join 
Emu from the beginning (FT 
October 1 and B 1996). Far 
good or 1H, that chance has 
gone, The question now is 
whether the UK should join 
as soon as feasible or, 
having decided to wait and 
see, Should continue to do so 
a while longer. 

My answer 1st wait 
Having missed the earlier 
Chance, it would be better 
not to Join now. In this I will 
be no doubt accused of 
Inconsistency. 1 could 
answer that a foolish 
consistency Is the hobgoblin 
of little minds. More 
seriously, I do argue, with 
Lord Keynes, that whan the 
facts change, I change my 


mind. How have the facts 
changed? 

The first chang * is in 

European politics. 

Electorates have now chosen 
(pi wm iienfat that have 
if any, sympathy with the 
underlying philosophy of the 
Maastricht treaty. Above all, 
Oskar Lafontalne, the new 
German flnanne minister, 
explicitly rejects bis 
country's past adherence to 
the over-riding goal of price 
stability in the medium 
term. The full consequences 
of this shift have yet to be 
worked through but they 
will be huge and 
destabilising. 

The second change is In 
British politics. Two years 
ago the UK Beemed on the 
verge of detaching itself 
from the EU. Under Mr 
Blair, there seems much less 
chance of that, even if the 
country does remain outside 
Emu for many years. 

The third and most 
important change, however, 
is In the domestic monetary 
policy regime. For the first 
time In my professional life, 
the UK has a monetary 
policy regime that to 
superior to the alternatives. . 
In particular, 

• The new regime is* more 
transparent and politically 
accountable than the one in 
the Maastricht treaty; 


• The monetary policy 
committee is a more 
professionally competent 
body than the European 
Central Bank; and 

• The Inflation target of i5 
per cent is superior to file 
ECB's 0-2 pe r cent range, 
being symmetrical with 
respect to inflation and 
deflation. 

Yet, tike needles stuck In 
grooves, the arguments 
advanced in favour of the 
earliest possible 
participation have hardly 
(hanged. An advertisement 
by UK business leaders In 
the FT (November 23) says, 
for example, that “outside 
Emu British business would 
be burdened with higher 
interest rates". There is no 
reason why this should he 
so. 

True, short-term official 
intervention rates are 345 
points higher In fin 
UK than in Germany at the 
moment, because of the very 
different cyclical position of 
the two economies. But the 
difference in 10-year 
government bonds is only 70 
basis points. This Is 
explained by the ta g-bar 
British short-term Interest 
rates. But Bank of England 
unpublished estimates of the 
forward short-term interest 
rates implied by German and 
UK bond yield curves 


UK and the euro-zone 
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suggest short rates will 
converge' by 2005. 

That expectation may be 
explained by the belief that 
the UK will join Emu. But 
low expected British 
inflation could also lie 
behind it. On the BITS 
harmepisfl d indax nf 
consumer prices, UK 
inflation in this year to 
October, at 15 par cant, is 
only marginally above the 
euro-zone's average erf 1 per 
(tent (see (hart). The market 
seems to expect the UK's 
Inflation t ar get to continue 
to be achieved. 

It has reasons for doing so. 
The UK’s general 
government fiscal deficit 
this year is forecast at only 

0.1 per cant of gross 

rimmwrt iir p puhitV com pared 
with 2J per cant in the 
euro-zone; Its ratio of grosa 
public debt to GDP Is 82 per 
cent of GDP, comp ared with 
74 per cent tn the etrro-zaner 
end the ratio of public, 
spending to GDP to 40 per 
cent in the UK, against 49 
per emit In the euro-zone. 

All this should help the 
UK sustain low Inflation and 
low nominal interest rates In 
the years ahead. True, If the 
ECB is expected to deliver 
inflation still lower than in 
the UK, nominal interest 
rates in euros will be lower. 
But there Is no reason for 
real Interest rates in the 
euro-zone to be any lower 
than in the UK. Given the 
strong fiscal fundamentals of 
the UK, Britain's real 
interest rates could be the 
lower. 

The creation of the UK's 
new monetary framework to 
a dramatic It leaves 

wil y QU O ri grtUfafltrt benefit 
of membership of the euro- 
zone; exchange-rate stability. 

Note, however, that 
wnjMMfl P rate stability 
within the euro-zone to not 
overall stability. Being a 
very large economic area 
with a low ratio of trade to 
GDP, the euro-zone to likely 
to practise benign neglect of 
the rate (tnrtnoil. 

an activist exchange rets 
policy might he Inconsistent 
with the overriding goal of 
price stability). In that case 
the UK's overall exchange 
rate could be as unstable 
within that zone as it luu 
been outside It, with 
absolute stability vis a vis - 
the other mambere offset by 
greater instability vis & vis 
currencies outside. This 
would matter because more 
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than 40 per cent of the UK’S 
exporta of goods and more 
than 80 par cent of its 
exports of services go 
ontelde the EU. 

- A atUl more Important 
doubt, however, concerns 
the value of exchange rate 
stability. The overall 
benefits for an economy as. 
big as the UK's (the fifth 
largest inthe wort® are 
probably quite modest - 

Despite being outside the 
CTCfaaD gB —fa TtiaffliBTrimri * 

far all but two years tn the 
past two decades, UK 
economic growth has . . 
compared well with the EU 
average, while UK 
unemployment to little more 
than half the euro-zone 
average. Moreover, the stock 
erf inward direct investment 
tn 1997 was 23 percent of the 
EITs total, while the inflow 
in 1997 was 36 per cant of 
that total. Ha flu ctuatin g 
exchange rate does not 
appear to have damaged UK 
real economic performance, 
or Its a ttr act iv e n ess to - 
foreign Investment. 

Maybe, the UK Should 
have hem In Emu from the 
beginning. But it to not. 
Maybe the UK should be In 
the of the current 
debate between Euro- 

TTl rt TU fctq r «mri Bum. 

Ke yneatonlam. Again, it fa 
not Now that it has a 
sensible monetary policy 
reghae of Its own, tt to In an 
excellent petition to watt 
and see. It should try to find 
out whether this risky 
project works, which may 
not be clear for years. 

Thaw to no powerful 
economic objection to this 
course. The arguments 
against It are political 
Reasonable people may 
reasonably differ on tide, 

But to Its continental 
partners the UK can advance 
at toast two strong reasons 
for remaining outside: first, 
flu vary last thing the 
! euro4one needs to a member 
wboae people will blame 
every economic fhflnre on 
the euro; and, second, the 
euro-zone will benefit from a 
credible competitor, 
dedicated to monetary . 
S tabil ity and hhhwh i h Ic 
flexibility, but with a 
different model of central 
bank 

The UK has watted and . 
may soon see a euro-zone in 
turmofl. The right reaction 
Is to wait - and wait again. 


LETTERS TO THE EDITOR 

No substitute for structural reform 


From Mr Steftmo Wcasst 

.Sir, Martin Wolf argues 
(“Is Tafontaine half-baked?", 
November 25) for-doser pol- 
icy co-ordination within the 
euro-zone. The argument 
seems to rest on two ques- 
tionable assumptions. 

The first to that monetary 
policy to Impo rt an t, indeed 
so important that budgetary 

paHctor cookl not he “virtu- 
ous" unless there was soma 
reassurance that “well 
behaved" governments 
would be rewarded by the- 
European System of Central 
Banks. 

In reality, a further decline 
in interest rates in Europe, 
say from 8 per cent to 2 per 
edit, to unlikely to revive 
growth and employment. 
This to stifled by high costs, 
dosed markets for services, 
and rigidities across the 
field. The main lesson from 
many years of Inflation and 
disinflation to that, in the ■ 
longer run, monetary policy 
to not very important in 
determining real economic 
perfo r m ance. - 

Further, one needs to con- 
sider that: 

1. Monetary policy to loose 
and loosening everywhere . 


throughout Europe. 

2. It to loose because budget 
ary .policy has remained 
tight over the tost years- . 

8. Inflation will remain low 
as long as the public to cot 
vinced that the ESCB Win 
not f»«* H ii mn rtnt a inflation. . 
1 With this policy mix, the 

exchange rate of the euro 
will not be too strong, given 
pjen that the US economy is 
growing more, rapidly than 
that nf file euro-zone. 

The second assumpti on to 
that co-ordination -of macro- 
policies is insufficient In 
Europe. 

The stability and growth 
pact is there precisely to 
ensure the kind of policy co- 
ordination advocated. This 
should ensure that inflation 
remains low and monetary 
policy conditions accommo- 
dating. 

As to the structural 
reforms, it to questionable 
whether . further co- 
ordination to feasible under 
current structures or, 
ftvfttnri, desirable. Countries 
that have gone ahead alone 
with structural reforms 
found that there to an impor- 
tant reward in terms of 
growth and employment 


Why try to ewrittnate this 
process? 

The truth of the matter to 
that expansionary budgetary 
policies (cfrffiiHnatort or not) 
can offer no quick; fix to 

Instead, private capital la 
tinuutent, and ready to flow 
to good opportunities, 
including investment in 
infrastructure. The reason tt 
doesn't is that relative prices 
and other conditions are not 
right (notably market access, 
Le. liberalisation). There to 
also evidence that the reac- 
tion of private investment 
can be rapid, for mwmpto to 
face of ag gressl va Ubartitoa- 
ti on of key network services 
(telecomm, transport, and 
energy), where potential 
rewords are enormous. 

The Idea, therefore, that 
co-ordinated public spending 
is the way out of the currant 
situation to not only wrong 
but counterproductive. It 
risks being perceived as a 
substitute for necessary 
structural reforms. 


Stefium Mtcossl, 
European Commission, 

15, Rue de la Science, 
1080 Brussels 


Clinton’s new economic order 
is a mere political ploy 


From Mr Steven Rickman. 

Sir, It to the «bfnt*to com- 
mentary on the - small, 
self-absorbed man in the 
White House that bis focus 
remains an his evdiww cam- 
paign rather than gover- 
nance and leadership (“Clin- 
ton considers a new 
economic order" November 
24). Onring campaigned orig- 
inally as the "domestic" 
president, having foiled to. 
achieve his keystone health- 
care r e fo rm, he flounders for 
anything to promote his 
“legacy", rather than 
lead. 

You write: “It to harder, 
[CHnton] says, to earn snrii 
a reputation [for greatness] 
in times of peace end pros- 


perity." Greatness cornea 
when people are the means 
towards a more profound 
end, and not when they 
make themselves the 
end and policy the 
means. 

Perhaps if he focused on 
meaningful leadership based 
ah a core philosophy instead 
of being obsessed with a vac- 
uous “place, in history” and 
lurching from issue to issue, 
he might have achieved 
some of the promise with 
which he began. 


Tame inflation 
outlook in 
Lithuania 


From ProfOsor Val Somonis. 

Sir, In your otherwise 
enlightened Survey of Lith- 
uania (November 25), you 
forecast an upturn in infla- 
tion in 1999. In feet, due to a 
strict macroeconomic policy 
and anti-inflationary 
impulses stemming from the 
emerging markets's crisis, 
inflation may continue to be 
lower than real growth, a 
trend that Lithuania set for 
the entire region. 


Mr Steven Richman, 
212 Carnegie Center, 
Princeton, 

New Jersey 08838, 
.USA 


Val Samonls, 

Web professor of east-west 
business. 

University of Maryland, 
Maryland 20472, US 
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Shrinking middle ground 


Now that Deutsche Sank has taken over Bankers Trust, Tracy Corrigan 
considers where that leaves other medium-sized Wall Street firms 
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I n selling out to Deut- 
sche Bank, Bankers 
Trust has finally aban- 
doned its attempt to 
build an independent medi- 
um-sized investment bank- 
ing business on Wall Street 
This to the largest but only 
the latest development to a 
two-year round of consolida- 
tion on Wall Street, whkh 
has seen the likes of Oppen- 
heimer and Dillon Read gob- 
bled up by bigger parents. 
What does it mean for those 
left behind In the now 
sparsely populated middle 
ground of investment bank- 
ing - for companies such as 
Paine Webber, JJP Morgan 
and Lehman Brothers? 

“There are two views," 
says Sallie Krawcheck, 
financial services analyst at 
Sanford C. Bernstein, the US 
brokerage.. "One to that 
Bankers Trust presumably 
couldn't make It work, there- 
fore It can't work. The other 
to that there to business to 
be gained." To judge from 
the opinions of those 
involved, the latter view 
seems likely to prevail. 
“Most brokerage firms are 
viewing this combo not as a 
threat but as an opportu- 
nity. “ says Ms Krawcheck, 
“[because there are likely to 
be] unhappy clients and 
unhappy employees." 

But are they right to do 
so? After all, the recent 
spate of mergers and acquisi- 
tions Is itself a testament to 
the widespread desire for 
critical mass. At the outset 
of the latest phase of consoli- 
dation, the driving force was 
ambition. Investment and 
commercial banks were jock- 
eying to join an emerging 
elite of businesses able to 
span the world's financial 
markets (the so-called “bulge 
bracket"). 

But recently, partly, 
because stock markets have 
been failing after more ♦hap 
a decade of gains, consolida- 
tion has started to look more 
defensive. The middle 
ground, it to widely held, has 
become too small in a world 
of global contagion and 
financial-services super- 
markets. 

One reason for thinking 
that to that Investment bank- 
ing is a capital-intensive 
business. When Sandy Weill 
approached Citicorp about a 
merger this year, it was 
partly because his flnsnetnT 
services giant Travelers 
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Group, the parent of Salo- 
mon Smith Barney, “needed 
a much stronger equity capi- 
tal base so that next timn [a 
market dislocation happens] 
it would be an opportunity 
not a catastrophe", as he put 
It recently. The merger cre- 
ated Citigroup, one of the 
world's largest financial ser- 
vices groups. Concentrating 
on a few segments of the 
market can leave Anns 
highly vulnerable to market 
turmoil In those areas, as 
Bankers Trust, with its spe- 
cialties la emerging mar- 
kets and high yield, found in 
the third quarter, when it 
recorded a Loss of nearly 
1600m. As in the oil busi- 
ness, the advantage of sheer 
size to that it enables risk to 
be spread over a wider, range 


range of financing options. 
"You have to have a core set 
of services that covers 70 per 
cent of what the client 
needs," says Michael MoGaf- 
tery, chief executive officer 
of BancBoston Robertson 
Stephens. Otherwise, it to 
impossible to “help the cli- 
ent achieve the lowest cost 
of capital 0 . Robertson Step- 
hens, the San Francisco- 
based investment bank spe- 
cialising in technology, is 
now owned. 1^ BancBoston 
which has a lending and 
high yield bond capability to 
complement Robertson’s 
expertise in- advising and 
raising equity for growth 
companies. 

So who might be the next 
to go? Lehman Brothers to a 
leading candidate after its 


The emergence of commercial banks 
in the securities business has 
transformed perceptions of what 
( big’ really is in investment banking 


of markets and assets. 

Risk increased as a result 
of the globalisation of finan- 
cial markets. Globalisation 
once appealed to investment 
banks partly as a means of 
flattening the eyrie of earn- 
ings. The trouble is that 
markets can now all swing 
at ones - as they did this 
summer after Russia's 
default on its domestic 
bonds in August. 

The other problem with 
the middle ground to that 
medium-stead firms are often 
chasing the same deals as 
bigger competitors, but may 
not be able to offer the mim 


rocky ride daring the recent 
market downturn. "They 
haven't made a lot of money 
but they have made a little 
money, which to better than 
a lot of firms," concedes Ms 
Krawcheck. StlQ, analysts 
worry about how the firm 
would fore in a prolonged 
and painful hear ntarimt. 

Paine Webber is another 
possibility. It recently had 
talks with Dresdnar Bank It 
has a large retail distribu- 
tion network - an obvious 
prize - but it has little to 
offer In advancing invest- 
ment banking ambitions. 

Of course, every seller 


needs a buyer, and Deut- 
sche's acquisition takes the 
most aggressive buyer out of 
the market. Dresdner and 
Chase still appear interested, 
and others, such as the new 
UBS are seen as potential 
bidders. 

But the emergence of the 
big commercial banks as 
players - and buyers - In 
the securities business baa 
transformed perceptions of 
what "big" really Is in 
investment banking. Once, 
Merrill Lynch and Ji’.Mor- 
gan were the giants of the 
business. But they are 
in comparison with commer- 
cial iwnka- Chase, for exam- 
ple. views them both as 
potential targets. The 
appearance of banks such as 
Deutsche on Wall Street 
means that even Merrill 
Lynch and Go ldman Sachs 
(which atm says it plans to 
go public next year) can now 
be considered medium-stood. 
And they, of coarse, are 
arnmmring healthy profits. 
That suggests the middle 
ground might not be quite 
such a bad place after aXL 

Still, in order to survive, 
you have to have a strong 
balance sheet, plenty of capi- 
tal - and probably a spread 
of businesses. Pure invest- 
ment banka suffer dispropor- 
tionately in a market down- 
turn. Morgan Stanley Dean 
Witter, for example, did 
much better than its peers In 
recently because its narrHmp i 
come from brokerage and 
credit cards as well as 
investment banking. 

In short, while almost 
everyone believes tha t big 
has advantages - in flwgngfaii 
services there are doubts 
both about what “big" actu- 
ally is and about how to cre- 
ate it. Concerns are grpwing 
about some of the giant 
mergers produced by bolting 
together very different sorts 
of company. The jury Is still 
out on the new Citigroup, for 

arampln 

So has Wall Street been 
transformed fundamentally? 
Perhaps not Consolidation 
is as old as finance itself, 
'and while some firms disap- 
pear, new boutiques and spe- 
cialist firms continue to 
emerge, "The unc hang in g 
history of this business to 
that more capital comes in," 
says Ms Krawcheck. “There 
to no consolidation, there is 
Just combination and frag- 
mentation.” 
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Bigger oil 


Merger mania will not stop with Exxon-Mobil and others, says Daniel Yergin. But the petroleum 
business is transforming itself into something new, not just recreating Standard Oil 
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World Trade Organisation 
members today make their first 
stab at agreeing -who should suc- 
ceed Kenato Ruggiero as the 
body's director-general. They 
have four candidates: Morocco's 
Hassan Abuyoub. Canada’s Roy 
MacLaren. New Zealand's Mike 
Moore and Thailand’s Supachai 
Paniichpakdj. All have respect- 
able credentials, but none dearly 
leads the field. What should 
decide the choice? 

Mr Ruggiero has successfully 
established the four-year-old 
WTO as an effective guardian of 
multilateral trade. His succes- 
sor’s overriding task will be to 
push the liberalisation agenda 
forward, at a moment when 
economic fragility, th r^*^ of. pro- 
tectionism and popular unease 
about globalisation are placing 
governments' commitment to 
open markets in question. 

WTO members already plan 
talks in the next two years on 
freeing trade in agriculture and 
services, which may develop into 
a full trade round. The new 
director-general can play a deci- 
sive role in shaping the outcome. 
But with few formal powers and 
a small staff, his personal quali- 
ties will be all-important. 

These need .to include adminis- 
trative competence, a capacity to 
forge consensus through the judi- 
cious exercise of charm and 
toughness, and the ability to 
command respect at the highest 
levels of government More than 
ever before, the job will also 


require sensitivity to domestic 
political and economic realities 
in WTO member countries. 

In the US, the demise of the old 
free-trade coalition. means trade 
policy must seek support from a 
heterogeneous collection of politi- 
cal and popular lobbies. Some are 
deeply suspicious of the value of 
open markets and of the WTO. fit 
will be even'harder to win them 
over if slower US growth a 
bigger trade deficit ' unleash 
protectionist pressures. 

Meanwhile, many developing 
. countries complain that they lack 
the administrative capacity even 
to fulfil commitments in the 1994 
Uruguay Round agreement. They 
have a good case. The integrity of 
the global trade system requires 
their active participation. The 
next WTO head needs to fight for 
a bigger budget, to finance the 
technical assistance needed to 
bring poor countries up to speed. 

But developing countries are 
wrong to Insist that one of them 
should by right provide Mr Rugg- 
iero’s successor. Such demands 
smack of ‘Huggins' turn” logic. 
They also risk accentuating 
regional and .economic divisians. 
in the WTO and compromising 
its director-general’s crucial role 
as impartial arbiter between all 
members' Interests. 

The appointment should be 
based solely on personal merit It 
also needs to be decided quickly. 
How it is handled -will be an 
important measure of the WTO's 
capacity to tackle trials to come. 
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Quebec quoi? 


Lucien Bouchard and his 
separatist Parti Quebecois (PQ) 
have wou anckher five-year term 
in Canada's francophone prov- 
ince. But it was not the landslide 
predicted. Indeed his federalist 
opponents, the Liberals, won 
slightly more of tbe popular vote; 
but ended up with fewer seats. 

So Monday’s election gave Mr 
Bouchard .no clear mandate to 
stage an early referendum on 


working far such conditions, and 
many of his softliners to tell 
opinion pollsters they are against 
another referendum soon. 

The PQ victory means that the 
uncertainty of the 30-year 
impasse between English and 
French Canada continues. This 
has been bad for Quebec: its 
economy has underperformed the 
rest of Canada and its jobless 
rate is nearly three points above 


separatum from Canada. Hut-it— Jthe national average. . ■, 
was a reward for Mr Bouchard's - - The impasse has proved impoe- 
sound stewardship of Quebec mhle to break by constitutional 


since be took over in 1996. He 
should see this as a mandate to 
continue in the same pragmatic 
vein, talking much but- doing 
little about severing Quebec's 
links with the rest of Canada. 

Mr Bouchard beat the Liberal 
leader, Jean Charest, for several 
reasons. He proved a better cam- 
paigner. He pruned the budget 
deficit by cutting health and edu- 
cation spending- This was not 
exactly popular. But many Qu£- 
becois, who tend to a social dem- 
ocratic European rather than 
north American view of govern- 
ment’s role, realised these cuts 
were less drastic than those that 
would have followed Mr Char- 
est's promised 30 per tax cut 

Mr Bouchard also showed mas- 
terful ambiguity in promising 
another referendum on separa- 
tion when there were “winning 
conditions” for it This formula 


reform. An efforts to give Quebec 
more than the very considerable 
cultural and eoanomic autonomy 
it already has have foundered an 
the requirement for. unanimity 
among all 10 provinces. Mr Bou- 
chard is now interested in joining 
other provinces in negotiating a 
new “social union” with Ottawa 
on federal social spending. But 
such an arrangement would 
merely weaken the Canadian fed- 
eration further without necessar- 
ily keeping Quebec in it 
Ultimately, Quebec separatism 
is on affair of the heart, and wiU 
be resolved as such. In the mean- 
time, Mr Bouchard should focus 
on .the day to day issues of 
restraining spending,- cutting his 
province's excessively high taxes, 
and helping it catch up with the 
rest of the country. Quebec resi- 
dents make up a quarter of Cana- 
da's population. Improving their 
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has the effect of encouraging his prosperity is in the interests of 
hardline separatists to keep all Canadians. _ 


Tax discord 


The battle over tax 
harmonisation in the European. 
Union is hotting up. as exagger- 
ated rumours heighten the fears 
and fury of British Europhobes. 

Britain's position as the chief 
defender of unfettered tax compe- 
tition appears increasingly 
threatened in the. crossfire 
between this vociferous lobby 
and centre-left governments on 
. the continent But it must not 
allow a desire to be a “good Euro- 
pean" to push it too far towards 
compromise - or Into ceding its 

veto. ' 

Those who want tax harmoni- 
sation start trow an unebntrover- 
sial proposition. Implicit taxes on 
labour (now more than 40 per 
cent on average in the EU) are 
too high, and arc an Important 
cause of continental unemploy- 
ment Agreed. But the enthusi- 
asts for harmonisation argue, 
much more dubiously, that.tte 
cause is “harmful tax competi- 
tion" between member states. 

This, they say. 

at . taxes which can be avoided by 
those who. can relocate their busi- 
nesses or investments. 

Hie evidence for 
Fitst, corporate taxes reP*fent 
only about fl per cent ofth ® to ^ 
tax take -in BU vountnes. so . 
"unfair" competition could have 
only a small effect. Seconclthere 
is little evidence that Uie 
base has been erottej by mmh 
practices. In the ?! 

tux take has risen 
cent of total gross national prod 


nrta tq 41 per cent By Ear the 
largest rises have been, in social 
security taxes which now repre- 
sent more than 20 per cent of 
GDP in France. 15 per cent in 
Germany and 18 per cent in Italy, 
but only 6 per cent in the UK, 
where many more people have 
private pensions. ... 

Damagingly ' high - taxes on 
labour therefore mainly reflect 
ballooning social security and 
pensions costs. Tax competition 
may be an irritant to the govern- 
ments responsible, but it is -not 

the main cause and must not be 
made the scapegwrt. 

The spectacular success of 
Ireland's low corporation tax pol- 
icies and of Uutembourg’s bank- 
ing regime undoubtedly cause 
problems for other governments, 
but they should not obscure the 
feet that competition between fis- 
cal regimes will, over time, he 
beneficial foe jobs and prosperity. 

Britain and the US, with rela- 
tively low. tax regimes, have 
epjoyed faster growth and lower 
unemployment than the conti- 
nent of Europe in recent years, 
dearly the tax regime is not tye- 
only- cause, perhaps not even the 
main me. hut It would be foobsh 
to ignore it Tax competition 
points accusingly to tlw Moated 
social- security budgets In conti- 
uental European, countries. They j 
must draw the right moral: to 
start slimming, rather .than 
insist, from a .perverse idea of | 
harmony, that everyone else 
should put-on weight . . 


LlT ife’s just one damn 

I thing' after- 

.1 . another,” said John. 

1 am Archbold to. his 

board-in .19X1, as the ticker-tape 
brought word to the headquar- 
ters at 26 Broadway of the 
Supreme Court’s order to 
break-up John D. Rockefeller's . 
Standard Ofl Trust As tbe news . 
sunk in. the directors sat in 
stunned silence. It was' ArchboM," 
Rockefeller's successor, who 
broke the spell. He began to 
whistle. 

One may whistle now In 
amazement at the scale of the - 
new company that will be formed 
from the $75.3bn takeover of 
Mobil by Exxon. In size, it over- 
shadows even the recent combi- 
nation or BP and Amoco and cer- 
tainly yesterday’s news that 
France's Total is taking over 
Petrofina of Belgium. With so 
much merger activity, much is 
bring made of the reconstitution 
of Rockefeller's company. 

Bui beyond the inheritance of 
oil lamps and the lineage itself, 
there is not much continuity. The 
1911 break-up occurred at a time 
when -kerosene for oil lamps was 
still the oil Industry's most 
important product, the motor car 
was only just beginning to be 
something more than a cariosity, 
and Standard Oil’s monopoly was 
already being eroded by the rise 
of new competitors. 

By the time of the dissolution, 
the largest successor company. 
Standard Ofl of New Jersey (later 
to become Exxon), was a ram- 
shackle refining outfit that did 
not acquire its own major oil 
wells until 1919. The second larg- 
est, Standard Oil of New York 
(lata* Socony-Vaccuum, and st£D 
later Mobil), was primarily an 
International marketing opera- 
tion. 

In the intervening decades. 
Standard Oil's successors vastly 
expanded their investments and 
activities on a scale that would 
simply have been inconceivable 
to Rockfeller. In feet, it would be 
hard to identify any of the origi- 
nal 1911 assets in Exxon or Mobfl. 

A major recent source of profits 
for Mobil, for example, has been 
its Indonesian liquefied natural 
gas project - a form of energy 
unknown to the man who built 
Standard 03. 

In contrast to Rockefeller’s 
days, the industry today is highly 
diverse and competitive. It has 
become even more competitive 
since the oil price collapse in 
1986. Many state-owned compa- 
nies have been privatised - 
indudingjaNl in Italy and. YFF _ 
in Argentina - and have become 
active international participants. 
Smaller companies have 
extended theft: reach; and new 
technologies have become widely 
available,; lowering the cost of 
exploration and production. 






% \ 


\ A 

I ' 


What is promoting consolida- 
tion in the contemporary oil 
industry is not some sub- 
conscious drive to recreate the 
ancient empire but an altogether 
different “damn thing": hard 
economics. 

Ofl was one of the first global 
industries to be hit by the Asian 
crisis. For the past several years, 
the “prize" for the world petro- 
leum industry was Asia. Until 
the second half of 1997, the rapid 
growth in consumption in that 
region was increasing prices and 
boosting spending on exploration 
and production around the world. 
Companies complained that geol- 
ogists and engineers were in such 
demand, there were not enough 
to' go around. Senior executives 
were being poached by other 
companies. Tbe charges for dril- 
ling, ships, and other services, 
were rocketing. The industry 
looked as though it was heading 
into another boom. And all this 
was less than a year and a half 
ago. 

Then came the Asian debacle. 
The region’s demand had been 


expected to grow by almost lm 
barrels per day in 1998. instead , it 
plummeted by 400,000 bdp. A 
warm winter and increased world 
output added to over-supply. 
Prices plummeted, falling by 
more than 40 per cent between 
1997 and 1998. 

Yesterday, crude oil futures fen 
to under $11 a barrel In nominal 
terms the level of the oU-prlce 
bust of 1986. If inflation is taken 
into account, the price of a barrel 
of oil today is back to where it 
was before 1973, 25 years after 
the first great oil crisis. 

The Industry did a remarkable 
job of adjusting to the earlier 
price collapse in 1986. By 
restructuring and applying new 
technology, it brought costs 
down to a level that allowed oil 
companies to undertake explora- 
tion profitably with prices at 
$15-16 a barrel. A decade earlier, 
the break-even point for explora- 
tion in similar areas might have 
been nearer $30. 

But with oil prices at $11 or 
$12, the economics of new pro- 
jects become problematic. At 


If 


best, projects can break even. 
Tbe industry has responded by 
cutting budgets by 20 to 30 per 
cent and stretching out tbe tim- 
ing of new projects. The risk of 
the business is being recali- 
brated. 


M ergers and acquisi- 
tions are the ulti- 
mate form of cost- 
cutting, sometimes 
to be measured in the billions of 
dollars. Once the tumult of tbe 
merger passes, they enable com- 
panies to spread their costs over 
a largo: base. The rapid evolution 
of information technology adds to 
the efficiencies and enables 
knowledge to be more widely dif- 
fused. The larger base enables 
companies to broaden their port- 
folio, manage risk, and assume 
.more easily the multi-billion- 
dollar 29-year projects, such as 
Caspian oil or Asian natural gas, 
that loom in the next decade. 
Altogether, the savings enable 
the companies to work their way 
back to acceptable returns on 
capital. 


Barrel of trouble for exporters 


OH and gas deals sines 1097 

Dflteanwoocpd canpanta 


But more than that, mergers 
are transforming the industry. 
Just as BP- Amoco encouraged 
“merger think" and generated 
the idea of the “super-major”, so 
a combination between Exxon 
and Mobil is likely to foster other 
mergers. 

By the time this period of 
extremely low oil prices is over, 
the landscape of tbe industry will 
look different. There will be fur- 
ther consolidations, some per- 
haps obvious, some likely to be 
surprises. And as the new combi- 
nations rationalise their 
operations, they will shed some 
holdings. That that will create 
opportunities in production for 
entrepreneurial independents, 
which have the same access to 
technology as the super-majors, 
to move up in scale. Parallel 
opportunities will be available to 
penny-conscious operators in 
refining and marketing. 

The driving force for consolida- 
tion is not only lower prices but 
tbe expectation of an extended 
period of low prices. It Is possible 
that the spectre of the 1930s 
depression might lead fearful 
central bankers and finance min- 
isters to encourage global refla- 
tion over the next year. And if 
this were to happen, an economic 
recovery could lead to stronger 
commodity prices earlier than 
people might expect." But no 
management dare make that bet 
for their companies. At least, not 
yet. 

One aspect of the 1911 dissolu- 
tion does echo today. The 
break-up of the Standard Oil 
Trust occured at a time of tech- 
nological change, with the arrival 
of the internal combustion 
engine. Rockefeller made his 
fortune as an illumination 
merchant, but at the time the 
Supreme Court acted, oil's main 
market was shifting from kero- 
sene lamps to motor fuel. The 
20th century has proved to be. as 
Henri Deterding. the mastermind 
of Royal Dutch /Shell, put It in 
1916. “the century of travel". 
And, while the oil industry 
serves a multitude of markets, by 
far the greater part of its busi- 
ness has been to provide the fuel 
for that travel. 

Billions of people around the 
world are still waiting for their 
first car. And the likelihood 
remains that that car will be 
powered by petroleum products. 
Oil prices may be at a historic 
25-year low. But the historic role 
of oil is hardly over. 

The author is chairman of Cam- 
bridge Energy Research Associ- 
ates, and wrote The Prize, the 
History of Oil 

* Cambridge Energy Research 
Associates. " When Will the Asian 
Financial Crisis End?" November 
1996. 


T be coOapse In oil prices Is 
not only redrawing the 
shape of the ofl industry; 
oil-exporting countries are also 
going through their share of 
pain, and are being forced to 
rethink their investment strate- 
gies and alliances. 

One of the main causes of 
Russia’s penury this year was its 
loss of vital oil revenues. In 
Venezuela, the emergence of a 
populist leader of an attempted 
coup as the likely winner in 
Sunday’s presidential elections 
has raised doubts about 
ther continuation of the 


country’s Investor-friendly oil 
policies. 

Whereas oil-rich nations set 
the terms at foreign investment 
in the past, low prices mean they 
will now have , to make the deals 
more attractive. There is great 
interest in exploring Brazil’s 
potentially large off-shore 
reserves, for example, bnt 
the terms it is offering 
companies are simply not com- 
petitive with opportunities else- 
where. 

Low oil prices are also putting 
pressure on petroleum-exporting 
countries in the Middle East. 


which had nationalised their oil 
industries by the mid-1970s. In 
one way or another, the leading 
Gulf ofl nations, no longer will- 
ing or able to shoulder all the 
risk themselves, seem prepared 
to reopen the door to foreign 
investment. 

This could shift tbe industry’s 
capital budgets away from 
higher-cost areas, such as the 
North Sea, back to the Middle 
Bast, the heartland of world oil 
reserves and the Eden from 
which international oil 
companies were expelled not so 
many decades ago. 
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Brussels 

blight 


Nobody who turned up for the 
European Parliament's budgetary 
control committee yesterday . . 
expected a lively time - except 
perhaps Stefano Mtcossi, the 
European Commission’s 
director-general for Industry. . . 

Unusually for a very senior; 
Brussels official, Micossi . . 
appeared in a personal capacity 
- and oxnpiained about the 
power wielded by members of 
cormissAono&cabtn&ts. . 

The Commission’s 
administrative structure, he said, 
was exposed to "potential 
political interference unparalleled 
in member states’ public 
administrations". The cabinet 
system encouraged people to 
maintain political connections in 
their home countries and to 
succumb to conflicts of loyalty. 

Jaws dropped and many MEPs 
showed their .support for the 
jvhistieblower by banging ttieir 
desks- 

MicossFs remarks reflect a 
growing, sense of dismay among - 
the Commission’s permanent 
staff that they are losing out in 
the promotion stakes. 
Three-quarters of the present . 
commissionere are expected to 
stand down' at the end of"! 999, 

and many of their cabinet 
members w3I be seeking to 
parachute into top jobs over the 
next yearathe expense of the 
Eurocrat In the street ■' 


MicossTs future career will be 
watched closely. His 
performance yesterday 
immediately triggered rumours 
that he might soon move on to 
another senior post - outside the 
EU bureaucracy. 

Yankee doddle 

Hoechst has bent oyer 
backwards to cOiich yesterday’s 
deal with Rhfine Poulenc.' The 
German outfit Is bigger than its 
French partner, but the new 
supergroup - oddly named 
Aventis - wfll have its 
headquarters in Strasbourg and 
be incorporated under French 
law. 

So as if German unions were 
not enough of a handful, Hoechst 
boss - and now Aventis supremo 
- Jurgen Dormann and Ws 
colleagues will have to team the 
treacherous ways of French 
industrial relations. 

•The stylish Jean-Ren6 Fburtou, 
HP's boss who will be the new 
group's vice-chair, looked 
relaxed, even triumphant at the 
nuptials in Strasbourg, but the 
more pensive Dormann soon 
made dear he was in charge 
when he grabbed the role of 
master of ceremonies. 

So is the merger of "equals" a 
German takeover dressed up to 
soothe French amour propm? 
Maybe, but it’s an American 
who'll drive the biggest desk. 

Richard Markham, Hoechsfs 
drugs chief in Frankfurt, is to 
head the merged group’s 


pharmaceuticals business, the 
biggest slice of the new 
Franco-German cake. So forget 
Franco-German rivalry In what’s 
described as a very European 
company: the dear winner flies 
the stars and stripes. 

Bumpy ride 

Everyone knows that consultants 
are made of different stuff - and 
many thanks to Volvo for 
confirming it The Swedish auto 
company says it needs to reduce 
its staff “by 5J300 persons and 
more than 700 consultants". 

Case proven. 

Shell suit 

OU watchers with long memories 
might not be surprised that 
rumours of a takeover of 
Belgium's PetroFina by. Its 
French rival Bf Aquitaine timed 
out to be wide of the mark. 

There was much takeover talk 
In 1993 when it emerged that Elf 
had 4.9 per cent of the Belgian 
group. But that was imcter the 
presidency of Lolk Le 
Flocft-Prigsnt, and the shares 
were sold after toe installation of 
current chairman Philippe JaffrA. 

Jaffto might still have 
something up his sleeve, and 
Shell’s step back from a more 
refined relationship with Texaco, 
giving the UK-Dutch combine 
some freedom of manoeuvre, has 
provoked speculation about a 
Shell-Esso hook-up. 

Shed's trigger finger must be 


itching after recent expansion by 
rivals Exxon and BP, though it 
doesn't have their high share 
price to help in empire building - 
and after aH these years Royal 
Dutch Shell is itself stiB an 
unco nsurn mated merger which 
might find a manage a trois too 
clumsy. 

if Shell and Elf do eventually 
cuddle up together, would they 
call it Shelf? 

Orban clearance 

Hungarian prime minister Viktor 
Orban Is apparently none too 

pleased with Jazsef Torgyan, the 
agriculture minister who heads 
the Smallholder party, the junior 
partner in the ruling coalition. 

Orban is an for ousting 
directors of state companies 
appointed by the former 
Socialist-Liberal coalition, but 
draws the One at replacing them 
with Torgyan 's relatives. 

So the PM’s office was not 
best pleased when Beatrix 
Hingyi, Torgyan’s 
daughter-in-law, got a seat on 
the board of national carrier 
Malev and her mother turned up 
as a supervisory board member 
at the national tottery company. 
Torgyan’s son and his wife’s 
cousin also have plum jobs with 
state corporations. 

A quiet chat at toe weekend 
brought results. Beatrix and her 
mum have resigned. Nothing to 
do with nepotism, of course, It 
was all the fault of the ‘unethical 
press campaign - against them. 


100 years ago 

Lake Huron Copper Mine 
Lord Douglas of Hawick, who 
took such a prominent part In 
< the development of the gold 
resources of Western Australia 
in the early days, has just 
returned to London from 
Ontario, where he has been 
devoting his energies to 
opening up some copper 
propositions on Lake Huron. 
This section of country, which 
is practically virgin ground, 
consists of immense deposits 
of low-grade ore. which, on 
account of the water facilities, 

can be worked at a very 

cheap and profitable rate. 


50 years ago 

S. Africa's Problems 
Brakpan, S. Africa. Dec 1. Mr. 
Nicholas Havenga, South 
African Minister of Finance and 
leader of the Afrikaaner Party, 
said here to-day at the party's 
; Congress that it would be 
undesirable and dangerous to 
force a decision on the 
Union's fundamental colour 
problems without due regard 
to a dear expression of the 
win of the people. “The 
Government must and will, on 
the basis of apartheid, urgent 
problems of toe relationship 
between white and black 
which accumulated white the 
previous Government regarded 
racial segregation as dead." 


SfcrflSsRav.fui-- 




18 




PRINTERS 
FAX MACHINES 


FINANCIAL TIMES 



iifoi^'rbanJaaaGood Zipper^. 

OtB-Adotmocd AirffitectiiFtat Products 
ArcChangKrgTTte Face of The World. 


WEDNESDAY DECEMBER 2 1998 '■ ■ ■ ' ■■■' .■ V' "■ ■ 

] EUROPEAN DEFENCE INDUSTRY LIKELY fO HAVE TWO COMPETING GROUPS 


THE LEX COLUMN 


No gusher 


Look past the superlatives and Exxon's 
$75bn takeover of Mobil Is just a very big 
ln-flll acquisition. Regulators permitting. 
Mobil will expand Exxon's upstream pres- 
ence outside North America, beef up its 
gas reserves bring rt some nice high- 
margin lubricants. 

But the strategy of the new giant is not 
chang in g one whit; like the rest of the oil 
industry, it will continue to cut costs and 
squeeze assets In pursuit of higher 
returns. It will simply have more assets to 
work on. 

For shareholders, this lack of imagina- 
tion is good news because it should 
equate to clarity of focus. Instead of pre- 
tending it is changing the world, Exxon 
Mobil merely wants to grind out a higher 
return on capital - which was 15 per cent 
on a blended basis in 1997. And given that 
Exxon is much larger - the split is 
roughly 7030 on most measures - and its 
management will be firmly in charge, the 
promised efficiencies will he pushed 
through swiftly. 

That said, $2jftn of cost savings in two 
years looks unambitious compared with 
the J2bn announced by BP Amoco, which 
has half the revenues. Taxed and valued 
on a multiple of 10. these amount to Sl8bn 
- S16bn of which has been handed to 
Mobil's shareholders via a 25 per cent 
premium to its stock price since the deal 
was first mooted. To collect their rewards 
Exxon shareholders will have to wait for 
the management to eliminate low-return 
projects. 


European ods 

Sham prices rotative (a the DateattesmflCV world 
Integrated 02s Index (common currency terms} 
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Total/PetroFina 


forma market, value. Since the savings 
have not been properly explained, the sus- 
picion is that each company could have 
achieved the bulk of than without need- 
ing to merge at'alL And as Renault's 
Vilvoorde experience showed, political 
obstacles to French companies' restruct- 
uring in Belgium can be formidable. 

Justifying the 37 per cent premium paid 
to PetroFlna shareholders looks uncom- 
monly difficult. But then, no one seems to 
be trying very hard. Simply getting bigger 
than arch-rival Elf looks to be an impor- 
tant driver behind the deaL 

Neither wants to concede the whip hand 
in the negotiations for that much-mooted 
in-market merger. And Albert . Frfcre, 
the Belgian financier, has taken full 
advantage. 


Lonrho 


And the animals wait in two by two. 
Hurrah? Certainly not for Total share- 
holders, who have watched their highly- 
rated paper plunge on the acquisition of 
Belgium's PetroFina. Once again, manage- 
ment twitchimess has resulted in a deal 
that will destroy rather than create share- 
holder wealth. Netting out yesterday's 
divergent moves in the two companies' 
share prices - the much larger Total 
down 12 per cent and PetroFlna up 18 per 
cent - suggests value destruction close to 
C2bn. 

What of the promised 3350m annual 
savings seen by 2000? Net of tax and one- 
off restructuring costs, these should be . 
worth around SlJjbn in today's money, or 
less than 7 per cent of Total Firm’s pro 


Hoechst/Rltone-Poulenc 


Hoechst and Rhdne-Poulenc must think 
that the grander the joint venture, the 
more likely it is to work. Production at 
their US blood products unit Cent eon, 
was halted in August because inspectors 
found numerous breaches of rules - not a 
good omen for their combined manage- 
ment ability. The losses fed through into 
Hoechst’s third profits warning of the 
year. Rh&ne-Poulenc has also admitted it 
will misR its earning s growth target. 

So is the two-stage merger an elaborate 
protection plan for two weak companies? 
Not completely. By slimming down to 
their more attractive drugs and agrochem- 
ical cores.- they have become more 
exposed targets in these deal-hungry seo 


Lonrho 's African progeny has hogged 
the limelig ht for six months but the for- 
mer parent, now stripped down to its plat- 
inum, coal and gold operations, has been 
uncharacteristically quiet Since Septem- 
ber Lonrho's shares have rallied by 46 per 
cent, and now the rumour-mongers think 
a big deal Is afoot. There are two theories 
around. First, that Lonrho Is close to 
unblocking the impasse over Gencor’s 23 
per cent stake in its platinum division. 
Second, that Ashanti Goldfields, in which 
Lonrho has a 33 per cent stake, might buy 
Lonrho. • : 

The latter story looks fanciful Ashanti 
has too weak a balance sheet for such a 
dilutive move, and any change of control 
at Lonrho would let Gencor’s Impnla sub- 
sidiary take full control erf the platinum 
business. The platinum thesis , is more 
promising. The European . Commission 
ruled that merging Impalawith Lonrho 
Platinum would be anti-competitive, and 
the result of Impala’s appeal is due by 
Christmas. 

The betting is that the Commission will : 
not be over-ruled. But with no guarantee 
that Gencor will simply give up and sell 
out, Lonrho still needs to find other ways 
to get big. There is now no strategic merit 
in the minority share in Ashanti. This 
could be sold, on any gold price rally, to 
finance precious metal acquisitions where 
It can take full oontroL IF Lonrho cannot 
find the deals to gain critical mass, some- 
one else should take it over. 
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FT WEATHER GUIDE 


Europe today 

Norway and Sweden wfll be mild 
but cloudy and windy with rain or 
sleet in the north-west Finland and 
the northern Baltic States wffl be 
blustery with snow flurries. A 
strong ridge of high pressure wfll 
give dry and settled conditions to 
mast ot eastern, central and north- 
western Bumper, tt will be very 
cold with frost in many places. 

Italy, Greece and the Ibertan Penin- 
sula will be changeable with show- 
ers, with enow Ekefy over the Ital- 
ian Alps. 

Five-day forecast 

North-west Europe win stay dry 
and settled but wfll be cold with 
night frosts. Central and eastern 
Europe wfll become more u nse ttl e d 
aa snow showers become wide- 
spread on Friday and Saturday. 
Scandinavia wfll turn much colder 
with severe frost setting in by the 
weekend. The Mediterranean wIN 
be changeable and rather cool 
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tons. Their shares are not expensive 
enough to offer the protection eajfoyed by. 
say, Zeneca. Moreover, both were making 
progress, although Hoechst’s was pain- 
fully slow. Nevertheless Its shareholders 
should not celebrate sharing the eventual 
benefits of the Hoechst Marion Roussel 
integration. The 5050 split' favours the 
French company, which is rather smaller 
in pharmaceuticals. 

The saving grace would be a conviction 
that the two could achieve their slipping 
targets more easfly together. Discouraging 
signs are a management structure that 
smacks of ego-protection and the unneces- 
sary diversion of setting up' a brand-new 
HQ. In theory, the merger has pluses - 
notably in agrochemicals and drugs mar- 
keting - but delivery Is the key. i 


merger of BAe and Dasa 


By Robert Graham sod Ralph Audits to 

' s si j — iOmI U ee— — 8- 

rotsaam bm Alexander mco§ n ram 


France lias reluctantly dropped its. 
hostility to a merger between British 
Aerospace ' and Germany's Daimler- 
Chiysler Aerospace (Dasa) which 
WOUld initially ™*in(1» Awrojatlala 
of Franca , 

The French government had been 
fighting a rearguard action to secure 
a trilateral merger as the best way to 
achieve much-needed consolidation 
of Europe's aircraft and defence 
industry. 

At yesterday's .Franco-German 
summit in Potsdam, France was 
obliged to accept the argument of 
Gerhard SchrOder, German chancel- 
lor, that he could do little to stop 
two private companies merging. 

However, President Jacques Chi- 
rac and Lionel Jospin, the French 
prime minister, warned that bilat- 
eral initiatives could destabilise 
reorganisation of the European 
defence. Industry. Paris. London and 
Bonn together demanded last 
December a tripartite consolidation. 


.of the overcrowded industry. With 
France resigned to an Anglo-German 
.deal, the stage appears set far the 


announced w i t h in the next two 

veeks - that wfll lead to the ere* 

friwi -of A e rosp atia le Matra. This 


emergence of two competing forces wifi involve the .French state redoc- 


. a merged BAe and Dasa -on the one 
and frha French combination, 
announced in July, of Aerospatiale 
with the Matra defence interests rtf. 
France's Lagardftre group. ' 

No company is willing to give 
details of intensive discussions 
which involve all the Mg European 


tag its boUng te below a majority, 
and the wiftml pubfie offering of 20 
per cent of the new. group in the 


Enench wmrMw believe the great- 
est efficiencies can be achieved 
tfaxoaghAe creatioa.ee a group com- 
fastiing British, French. German and. 


^pft^wnswipgriw; - Including Gen- cwentaaDy, Otter o miqMTif es. Moves 


eral Electric Company of theDK and /towards privatisation have demco- 


Thomson-CSF of France -and cover" stated the French government’s 
■ a range- of options for the eross-bor- connataamt to ttes. oflltials say. 


der co nsolidation of the industry, as 
demanded by their governme nt s. 

.-. BAe and Dasa are believed to be 
close , to an accord but' are hot 
thought to have agreed on. terms. 
Both have exp r essed their desire .for 
a three-way deal including Afiro*p$; 
tiale, but are opposed to- the Iranoe.. 
having any signtfiefet ’Stake tbi ; *ir- 
influence over a merged company.. [■ 
LagardCre,- Aerospatiale -and' other 
companies are understood to be near , 
a series of agraema4s.-r hkafy fo be 


France mxdd vast a BritisiyC^ec- 
man taUttive to be seen as an ihter- 
meiSaiy step. B wo ul d also sebhHo 
guarantee tha-stnitc^C-poettkHi of 
Aero5pa|s& wl&ta Om Airbus civil 
jif.f’ns ■i- odfcfbi of vdbkdi BAe 
-said Brtsa h e t a w e a them ^ have 57 per 
.“^cebt.y 1 - ■. 

■ The. r especti w e roles of Aerospa- 
■ iiate and Bntidt Aerospace will be a 
central part of dlBcmslons at -the 
Ftanco-Britisli g n n w H in St Malo 
tomonow and Friday- 


halts trading in government bonds 


By Jude Hess In Tokyo 


The Tokyo stock exchange's attempt, 
to reinforce its position as Asia’s 
largest financial centre took a knock 
yesterday when its co mputer system 
crashed, halting trading in Japan’s 
benchmark government bond con- 
tracts. 

Hitachi, electronics conglomer- 
ate. has just completed an upgrade 
of the system aimed at making it 
more user-friendly. - 

The failure - the second In a fort- 
night - is an embarrassment for the 
stock exchange. The combinatfon of 
the trading halt and a recent 
increase in the supply of hoods led 
to increased volatility and price dis- 
tortions yesterday. Hedging sales 
increased as dealers who had bought 
four-year government notes found it 
impossible to sell than to investors. 

The yield of the benchmark 10- 
year JGB bond increased by 10 hasis 
points to . 1.14 per cent compared 
with. Monday - a large rise, com- 
pared with the yield two weeks ago 
of 055 per cent 


The system failure caused an 
immediate sell-off. in bonds, but 
some investors argued the price 
decline was the beginning of a new 
trend. Stuart Baker, wnmagfag direc- 
tor at - Barclays Capital Japan, said: 

. “Given the Japanese, fiscal position 
now and ngvt year, the decrease in 
bond prices does not come as a. 
surprise." 

Mr Baker painted oat that supply 
had risen recently and that a further 
increase could be expected in view of 
the potential rise in government' 
expenditure' ' and falling 
revenues. 

Data released yesterday showed 
that tax revenues in October had 
Mien 14 per cent. 

. On Tuesday, the volume of the 
4ryear note auction reached Y900bn, 
much higher than the USUal Y400bn 
to Y5O0bn. 

Following Hitachi's systems 
upgrade early last month, the stock 
exchange has been struggling with 
bond futures transactions. Hitachi 
has pledged to Increase the number 
of staff aasignad to oversee the sys- 


Hn»OTi4tang piiaid 

: “Onto the gmdaxice of the Tokyo 
stock wiump*, wv are m ri dag to 
rechecktimforfiiitesaidaiitiaDstr^ ^ 
ing sys tem at tae eafi e st possible. • 
time in enter to imprtme the quality * 
of the system,” Hitadd said in a ~» 


■ ... ffipeW wpn fheBBfqgt to sppply 

the Astern m competititm with sev- 
eral - other suppliers, including 
Fujitsu, Japan’s largest computer 
jua nnfar t nre r - 

ai H m wgh Hi# q i a wn hma ra m wH 

problems it was introduced, 
the stock exchange —m It haA no 
intentiem of replacing it m the near 
future. 

The complexity and amount of 
time it took introduce a new system 
meant this was not a practical 
option, the TSE said. 

Hie system was intzothmed in part 
to take advantage of a Casta 1 process- 
ing rate and the ability to mew a 

wirier ran g e nf mm » iii fannatinn , tin* 

TSE said. 


Capita! markets, page 28 
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As this Adnanz-buih train buttles sc 200km/h Awcmgi 181cm of tunnels between Oslo and is new Gsndexmoen aiipon. 
is passenges oduld suBer uncomfonabk, ear-popping, pressure changes and continuous noise. Infect, drey glide pexeftiHy 
along thanks to 'flfoodvilLc Polymer Engineering, part of-fnstieda Rdymer Engtacexiiig, 
tWvine's modular pasageways, with their integral steel floor and cwin-waDed polymer bellows structure, provide an airaght 
link between carriages. Their exceptional noise and thema] insulation helps ro create the quietest raiJ uavd in the wtxid. 

. . As^ Yfoodvilfe also provides the rail gangways for the .new Heathrow Express, many more ashne passengers 

can now train to the plane without strain. 

Hnsheda Polymer Engineering is one of II Group's four speriaCsed er^nrtnrig bustnesfes, theodrets bar® John Crane. 
Bundy and Dowty. Each one is a technological and marker leaderin isfidcL Tc'getbei; dreir.specE^st sbiUs enahle ' 

TI Group Ki get the critical answers light for its customers. MWxidwide. 


1 S.J« 


i ''^v • 




Dqramraaf PlMc.4au& Hia«joppfc. Unboum Cnwr. Afan)diri.Qsn6a-4 IlM^^twna^DupcDRi} 


•?<, • l> 












■ '.S— ■■ 


. ,,f M!r'*S 

i accew 

»ndlk 




.1- ;s , 
itnirt ■ ».«. 
I*'* 1 t : * 

Miss; 

r.r,. 

**::,.■ 

Hi--*; ■ 

*W.- 

IW 

Mian,! - 

Sfc=i?l •.:r;- i _. 

i 7 

-IrTrr.-L.T, , 

.. 

Mtd s » -fv . 

«V*1L 

m* -,... 

Ct-Jr. .5;- r ' 

*»M.V 

Frau, . 

Inhntfj. n 




. V 

•r^ 

•• .T,:, Q » I.: 

."■* ‘■‘kj* 

• O i. 

:■*■ -i-aS* 


fsjs 


system era 
inent bonds 

«*» tnr 

k* r'.,*. .. ; "--aapKj 


i. ••, .... 


iftij 


; M •»' =*• safe 

*H. i l :■*■ . ... 1 

1ft • fes «« 

* H.’.i. !-. v. • 3 

.il . ;J : .... ..■‘■t rasT » 


!*r , .ZT* 

is 

« 

*■* -. ** 

* 1 " • ' '.-tej 

'* * ! 5i« .- 

• -: JC tt? 

■4. itli-SJ- *«.:•■ ■■■i-lji'r'j- J-. 

III «ki ;■=• 

-• . 1 '•' • ■-;■ ’ 'I sals 

» >n>- : , , 

«, T3'.f.1V •■..• . ;..• ... 

<tt :. r -. : vj ” 

r ‘ - • 1 ■ .. K •-. ir.-.-.CX. 

¥» »• «' ■.:••.■ -'atcr: 

A -Vf ' .... ■ -. > ;V .if'-SRl 

% • : .r.;- -t ft ;-'rS 

W 1’V > .; 

«#■ 

* £WH! tis-Arfc. mpr s 





*■ T 






BICCBpand-Rex 

JM 

Millennium 

Secure Networking for the Gigabit age 
+44 <0)1592 772124 


INSIDE 

I? n ? n *? s opportiHifty 

After decades of false starts, obstructive 
governments and price uncertainty, Tanzania's 
J^goWpotentlal stands its best chance of 
oeing realised. In a continent whens South 
™E^J^ a J? ave exploration, 

^0^ fe^h that east /Wnca’s sleeping 
flwnt will offer some fantastic prizes, and that 
p Q^^nment will involve foreign investors. 

Sterling and dollar in the stocks 

Sterling weakened against the D-Mark as sharp 
wops in the UK equity market spilled over into 
me currency markets. The poind took Its cue 
from Monday’s hefty correction in the Dow to 
fail against European currencies, the move in 
turn rebounding on the doHar and pulling it 
lower against the D-Mark. Page 29 

Battle of the benchmarks hots up 

A new index *- Euronla - will step out on Janu- 
ary 4 to challenge Eonla as the benchmark for 
fixing euro overnight indexed, swaps. Euronla - 
Euro overnight index average - was latrehed 
by the UK-based Wholesale Markets Brokers’ 
Association. The rival Eonia is being promoted • 
by some 60 banks, mostly from countries within 
the. euro-zone. Page 28 

Internet lifts stock exchange 

The rapid growth In share price internet services 
for private Investors has lifted the London Stock 
Exchange's income, putting it in a “strong finan- 
cial position" ahead of Its [Manned aWance with 
the Goman bourse. Despite an 8 per cent fell In 
Income from trading following a cut In tracflng 
fees, the exchange raised Ha total income tty 
8.5 per cent to £76.2m ($125.7m) In the six 
months to September 30. Page 25 

False dawn for Malaysian investors 

Malaysia's retail inves- 


Malaysta v - : 7~. . ' tors are giddy with 

Btf finmprJhi-: '-v'\ / delight about a Kuala 
- ’ "‘-V Lumpur stock market 

_ that has almost dou- 
jPV - bled in value in three . 

yBPnl- \ . months. Little matter 

I V j- that the rally has been 

J400 or c hes trat ed (n an 

M attempt to enrich a 

■ rL corporate sector hit . 

■ il • 7 vi bwd by Asia's financial 

sm* maiMmir -,. ,_.v r -i advance has 

followed the Imposition of capital controls and a 
ban on foreign Investors repatriating profits from 
the sale of shares for a year, which has trapped 
billions of dollars in Malaysia. Page 40 

New Index for Toronto 

The Toronto Stack- Exchange and .Standard & 
Poor's were set to announca tat night ttys 
companies feted on the new SaP/rSE eff, a 
large capitalisation Index expected tp become a 
barometer for^ Canada's hedlngsecuritlee mar- 
ket. The Index, which dms to provide greater 
International exposure to Canfeflan comparies, 

Is set to be launched on Deoatnbar 31. Page 21 
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Biggest life sciences group created 


By Grriwn Bowfty and 
David PflBm In strariwarg 
aod David Owen In Pari* 

Hoechst ' of Germany and 
Rhflne-Potdenc of France 
yesterday agreed to merge 
their pharmaceuticals and 
agro-chemicals hostesses to 
create the world's biggest life 
w i mwm company. 

The new group, to be called 
Aventis, will have sales of 
$20bh and 95,000 employees, 
making it the world's second- 
biggest phannaoeoticals group 
- behind Merck of the US - 
and the world leader in crop 
protection and uniwui health. 

The merger will lead to 
«TiniMi cost savings of about 
$l^bn by cutting Jobs and 
overlaps, said Jttrgen 
Dormann, Hoechst chairman, 
and Jean-Rend - Fourtou, 
Rhtae-Poutenc fttMriwwaw. 

Mr Dormann wiD be chair- 
man of the new grotty and Mr 
Fourtou will he vufediafnnan. 


Both declined to say how 
many Jobs would go, hot cuts 
are hkaly to be substantial hi 
spite of expected resistance 
from workers in France and 
Germany, where about 40 per 
cent of the new group’s 
employees are based. 

The company will have 
-headquarters in Strasbourg In 
France and will be incorpo- 
rated undo* French law. It will 
immediately report ip euros . . 

Yesterday's announcement 
marks the first stage of a two- 
stage merger that will end In a 
full-scale link-up between 
Hoechst and RhOne-Poulenc 
within three years. 

During that period both 
groups will sell off their 
remaining non-life sciences 
assets. For Hoechst, this 
means the disposal of interests 
in industrial gases group 
Messer, Wacker and 

Clariant, the specialty chemi- 
cal group. Rh6ne-Poulenc will 
<*>7 1 the remainder of iwinriiii, 



Rywird together Rhfrte P o u lenc chekman Jea n W e n d Fourtou fieri) wtth Hoechst chairman Jdrgan Dormann 


its specialty chemicals busi- 
ness. After the disposals, 
Hoechst and RhOne-Poulenc 
will be folded into Aventis. 

Aventis will be run by a 
four-man management board. 
As well as Mr Dormann and 
Mr Fourtou this will comprise 
Igor Landau from Rhdne-Foul* 
enc, who will have special 
responsibility for pharmaceuti- 
cals, and Hoechst’s Horst 
Waesche, who will oversee the 
agricultural business. 


Aventis will have a 10-member 
supervisory board headed by 
Marc VJfinot, the French 
banker. There will be no 
unions represented on the 
supervisory board, marking a 
break with German tradition. 

Executives said the merger 
would give both companies 
added sales and marketing 
wiimrift and beef up their R&D 
capabilities. They ampiiagtowi 
that Aventis would make 
expansion in the US a priority. 


Yesterday's deal may not be 
the only tog pharmaceuticals 
merger involving a French 
company this week. There Is 
strong speculation that Sanofl 
and Synth eiabo, the second 
and third biggest French drugs 
groups, are poised to announce 
a tie-tty in a deal expected to 
exclude Sanaa’s beauty prod- 
ucts unit. 

Observer, Page 17; Lax, Page 18; 
Analysis, Bags 24 


Nomura seeks IPO of 
$ 1 . 4 bn UK pub chain 


By DavM Bfecfcmfl 

and John Wffimn • 

Nomura International, the 
Japanese investment hank 
that became the UK’s largest 
pub landlord last year, is "to 
put most to its pubs into a 
company that win seek a stock 
market .quote in three years. . 

Unique Pub Company will 
have A600 tenanted pubs with 
assets of £850m (fLdui} arid- 
profits before Interest this year 
of EBOm-SB&m. its managers 
expect initial public offer- 
ing to value it at Elba, putting 
it in thefTSE 250 and making 
it a target for index-trackers. 

“Aiming to float {hat] in 2001 
iS a realistic timescale," said 
Giles Thoriey, Unique's chief 
executive. "We are not in a 
I ^hriy: In any case, it would be 
1 inappropriate npw given the 
inaikiet volatility.^ 

NQttrura will be left holding 
1,100 pubs from the In n trepre- 
neur and Spring Inn estates. 
They Include several hundred 
witii tenants to dispute over 
their leases in a saga Nomura 
inherited from the previous 
i owners. Grand Metropolitan 


and Foster's, the Australian 
brewing group. The sale of 
many remaining pubs is. 
almost impossible pending 
court hearingE- 

Tbe new company will be 
the US’s largest tenanted pub 
group. The IPO will allow 
Nomura to sell its stake, and 
the compa ny to adjust its gear- 
ing: Mr Thoriey said it had no 
plans for further acquisitions, 
though firnrighi be Interested 
In smaller managed houses 
that brewers and other opera- 
tors nolpnger wanted. 

AD the Unique tenants have 
signed up for a new supply 
agreement Introduced In 
March to replace the previous , 
tie to Scottish Courage, the 
brewing arm of Scottish & 
Newcastle. The Supplyline 
agreement allows Dcans ee s to 
choose from 140 products pro- 
duced by 28 supphera includ- 
ing 20 regional brewers. 

This means Unique win get 
its Income from rants paid by 
tenants and by taking a cut 
from the discounts negotiated 
on beer with the brewers. 

Brawn cal tin, Pips 28 


JAPANESE CONSTRUCTION GR OUP'S FAILURE FUELS SECTOR FEARS 

JDC seeks bankruptcy 
protection owing $3.3bn 


By Ahxsnka Harney in Tokyo 

Worries about the crisis in 
Japan’s construction sector 
intensified foUowlng tbe col- 
lapse of JDC, a medium-size 
contractor heavily involved in 
golf courses. 

JDC -filed for protection from 
its Creditors with Y408.72bn 
(g&2bn) in liabilities. It was 
the second largest bankruptcy 
by a Japanese construction 
company since the second 
world war, after Tokai Kogyo 
which collapsed with Y52Ibn 
In liabilities in July 1997, 
according to Teikoku Data- 
bank, a credit research agency. 

Tbe sector has been hit by a 
collapse in land prices and the 
contraction In construction 
demand as a reaalt of tbe Japa- 
nese recession. The turmoil in 
Japan's financial sector has 
also had an impact on the 
country’s construction compa- 
nies, frustrating attempts to 
dean up balance sheets. 

Taichi Sakaiya, Japan's eco- 


nomic planning agency minis- 
ter, said: "I think they [con- 
struction bankruptcies] will 
Increann somewhat-” 

Kokudo Doro, a subsidiary to 
JDC, yesterday also filed for 
protection according to Japa- 
nese bankruptcy law. It did 
not reveal its total outstanding 
liabilities, but Teikoku Data- 
bank estimated its debts at 
Yl6£*bm 

JDC said mounting debts 
from large projects - golf 
courses in particular - and 
affiliated companies’ failed 
property investments bad 
forced It to apply for legal pro- 
tection from its creditors. The 
Tokyo-baaed contractor had 
Y117.78 in financial obliga- 
tions, Y77.22tm in debt guaran- 
tees, and Y57hn in corporate 
bonds, as well as YiSlbn in 
hidden capital losses. 

"We have considered various 
schemes and combinations 
over the past year and a half; 
including a debt-forgiveness 
plan . . . But in our final negoti- 


ations with creditors, the debt 
was too large,” said Ichiro 
Komiya, vice-president. 

Bui JDC -«»ld Its main bank 
had not withdrawn support. 

The group's main funding 
sources include Mitsui Trust 
and Banking, which holds a 4.2 
per cent stake, Tokai Bank and 
Asabi Bank. Mitsui Trust said 
that it did not expect to 
recover Y25Jbn of the YSObn 
in outstanding loans to JDC 
but that the loss would not 
affect its earnings in the year 
ending next March. Tokai 
Bank said it was uncertain 
whether its Y36-3bn outstand- 
ing loans would be repaid. 

Trading in JDC was 
suspended, but the stock 
dosed at Y65 the day before. 
Shares in Mitsui Trust tum- 
bled 61 per cent, or Y10, to 
Y155, while Tokai Bank gained 
Y4 to Yfi27. Construction 
stocks overall slid 1.19 per 
cent 


expertise founded 
on experience 
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Dow Jones 
says losses 
at CNBC 
may go on 
until 2002 


By John Capper, 

>*— »-"« — 

MHa tfUlOf 

Losses at tbe international 
operations of CNBC, the televi- 
sion news channel specialising 
in financial markets, are likely 
to continue far two years lon- 
ger than projected because of 
the Asian economic crisis. 

Dow Jones & Co, the finan- 
cial publishing group that 
holds 50 per cent of CNBC*s 
operations in Europe and the 
US, believes that the 
operations will only break 
even in 2002, rather than the 
turn to the century. 

Peter Kann. chairman of 
Dow Jones, which publishes 
the Wall Street Journal, said 
In an interview the expecta- 
tion that CNBC would break 
even internationally by 2000 
"may stretch a year or two”. 

Dow Jones last year merged 
Its international television arm 
with Chat of CNBC, a cable net- 
work owned by General Elec- 
tric. As part of the deal Dow 
Jones gains licensing revenues 
and a share of revenues from 
CNBC in the US. 

The deal led to Financial 
Times Television losing Its 

programming contract with 
CNBC In Europe. It enabled 
the US companies to cut joint 
losses on International televi- 
sion from about 8100m last 
year to about 850m this year. 

Losses are expected to halve 
again in the «*ming year. Mr 
Kann Laid the two partners 
would "almost certainly create 
market-leading channels" in 
Europe and Asia, and losses 
had been contained at an 
acceptable level 

Mr Farm said Dow Jones 
had demonstrated that its tele- 
vision operations were of value 
to investors. “We accom- 
plished what we set out to do, 
although there have been 
some detours and difficulties.” 

Because Dow Jones gains lic- 
ensing and advertising reve- 
nue from CNBC in the US, it 
has US television earnings 
with which to offset its inter- 
national losses. This should 
allow it to break even in televi- 
sion overall by 2002. 

Dow Jones has been concen- 
trating on its Dow Jones news- 
wire and electronic publishing 
since selling Dow Jones Mar- 
kets, its loss-making real-time 
financial data service, for 
8510m this year. 


Future from fee rabbis, Page 20 ' A new tear, Page 21 
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BARRY RILEY 


Weighing up the risks 



37 usMMMtmfts 
X WHtiJtoto steWs 


Ever so cautiously the - 
WM Company, the UK's * 
Jeadteg investment 
performance measurement 
consultancy for pension funds, 
fa rolling out a risk 
measurement service. 

- Americans might ask why it . 
has taken the UK so long. 

Lucky British pension tend 
trustees have until m?w been 
largely sheltered from the 
jargon to active risk, 
information ratios and 
inta^aartfie risk ranges, even; 
thoug h such concepts have 
already been widely adopted 
by fund managers. 

- Ttm generalist approach P 

wDI not call ft amateur) to the 
staffing of trustee boards in 

the UK has been an obstacle. 
Bisk analysis, WM apologises 
in its introductory brochure, is 
“too mathematical, too 
esoteric". 

Investment pro fessi onal s 
would mostly lap the subject 
up, but WM-is dearly wonted 
about baffling and alienating 
its cheats. - • j 

Incidentally, the other-tin. ■ 
measurement specialist. Caps* 
is also exploring risk, probably 
on a rather more ambitions 
and detailed basis, through 
Btek Reporting, a Joint venture- 
with Barra, the 
California-based risk , * 
modelling consultants. 

! For its- part, WM has • 
cofiaborated with tha 
•Edinb urgh ride consultants 
pmr fg ft Sbbert. . 

WM is not going so fez as to 
devise risk-adjusted returns:' 

' They might be volatile, and • .. 

; anyway are too controversial 


for fund managers. It Is 
focusing on relative risk, so 

that trustees can understand 
their overall level of risk 
against their benchmarks. 

Within that, the risk is 
allocated across different asset 
classes. An analysis of 
“prospective risk" compares a 
fund’s risk with that to the 
! relevant WM universe of 
! similar funds, and splits it 
between policy (or asset - 
allocation) and stock selection. 

One basic question is ' 
whether the amount to risk is 
appropriate in the context of 
, performance targets. 

Tbs median total fund risk 
to tteWM50 Universe of the. 
biggest funds seems to be 
quite modest, at about L5 per 
cent, ibis bring the standard 
deviation of the individual’s . 
relative return against the . . 

universe. 

; Policy risks are quite high, 
tyMwiiBB to customised 
benchmarks, but stock 
’ selection riska are tow, *• 
probably because of raHance 

rvr } fnAtvruH i m 

- Smaller tends in the WM2000 
Universe toten run lower 
policy risks, because to 
jaessures to run with the hard. 
Stock selection, risks in these 
smaller funds are higher, but 
to aggregate the totaqaartile 
range (from tbe 25th to 75th 
quartfle) i* man tightly 
bundled, and tbe medan total 
risk Is peebaps L4 per cent. 

Arguably the range is too 
narrow, Ifa manager has been 
set si objective to beat the 
benchmark by 1 per cent a 
year then the relative risk 


should be at least 2 per cent. 
Una is because it is 
unreasonab le to ass ume an 
information ratio to more than 
05, the latter ratio being 
dgftnwd as the relative return 
against the benchmark divided 
by the standard deviation to 
this relative return. It 
measures the manager’s skill 
to adding value. 

When informed about the 
risks the trustees can.be more 
effective at monitoring. It is 
interesting to gpecuttte about 
trustee behaviour over the 
past few years had they 
realised that increa sing ri sks 
were often being incurred by 
leading external managers like 
Gartmare and Phillips & Drew, 
and even Mercury. ' 

These three managers have 
together lost mandates worth 
£9bn net over tbe past twelve 
months, while index trackers 
f have won £8hn. Now. it is said, 

I there is a risk-averse retreat to 
; the benchmarks that will soon 
show up in the risk data. 

The assessment of risks will 
be a challenge for generalist 
trustees. Risks cannot simply 
be added together, partly 
because of correlations. 

And there may be much 
more- risk In, say, a small 
allocation to the Pacific 
ex Japan region, as managers 
discovered in 1997, than in a 
much bigger divergence from 
the b enc h m ark allocati on s 
between UK equities and UK 
bonds, which are mare highly 
correlated. j 

So risk has finally arrived. 

Or rather, it was here all the 
time. Ignorance was bhsa. 
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JAPAN CHOICE OF CHUO TRUST AS PARTNER SURPRISES ANALYSTS 


Nippon Credit Bank plans merger ta 


NEWSjDIGEST 


SEMICONDUCTORS 


By Paul Abrahams hi Tokyo 


Nippon Credit Bank, the 
troubled Japanese bank, yes- 
terday said it was intending 
to open negotiations with 
Chuo Trust, the long-term 
credit bank, about a possible 

merger. However, it insisted 
an agreement had not been 
reached. 

A merger would come as 
no surprise, given NCB's 
financial weakness and the 
increasing competition cre- 


ated by Tokyo's “big bang” 
reforms. But the choice of 
Chuo Trust os a partner sur- 
prised analysts yesterday. 

“This would be very 
strange. You would be put- 
ting two wholesale banks 
together which are under- 
capitalised at a time when 
the days of wholesale bank- 
ing are drawing to a dose," 
said Brian Waterhouse, 
financial analyst at HSBC 
Securities. 

Trading ■ in the banks' 


shares was temporarily 
halted during morning trad- 
ing. In the afternoon, Chao 
Trust fell 0-9 per cent to 
Y585, while NCB was 
unchang ed at Y174. 

NCB is burdened by huge 
bad or doubtful loans. The 
Financial Supervisory 
Agency, the banking watch- 
dog, is expected to show that 
NCB has outstanding loans 
worth Y3.200bn ($26bn) to 
borrowers in default, in cor- 
porate difficulties or which 


require careful monitoring. 
The group expects to write 


unlikely because of the 
reluctance of Japanese 


off Y735bn of bad debts dur- - organisations to cut costs. 


ing the current year. It has 
predicted parent company 
pretax losses of Ylootra in 

the year ending March 31. 

Chuo, which is predicting 
pre-tax profits of YZObn for 
the full year, has 52 
branches - about the same 
as Mitsubishi Trust, but only 
a quarter of the revenues. 

Analysts said cost syner- 
gies from a merger were 


However, NCB and Chuo, 
which are facing pressure on 


necessary information tech- 
nology. “Frankly, the combi-, 
nation would be sub-scade 
and thaImb as much -wwtP as 
the tie-up between Sumf- 


AfG and Ericsson unit 
to buy 80 % of Alphatec 




lull 




their capitahadequacy ratios, - tomo Trust ■ «nct Long-Term 


could ask for additional 
funds from the government 
which has set aside 

YSO.OOObn . to bail - out the 
hnnMwg system. 

Analysts said the com- 
bined groups would have 
revenues of Y295bn and 
insufficient scale to invest in 


-Credit Bank, before the lat- 
ter was nationalised, if Chnn 
and NCB then linked up 
with a big city bank, then It 
might all wafca sense,” said 
Mr Waterhouse. ... 

( Th u n h as traditionally had 
dose ties to Tdkai Bank and 
Asahi Bank. 


Japan's contractors try to 
build future from the rubble 


JDC was small enough to fall through the net but its fate 
reflects industry restructuring, writes Alexandra Harney 


T he failure of JDC, the 
Japanese construction 
company, yesterday 
gave an ominous Indication 
of how the turmoil In the 
banking system is spreading 
to the enfeebled construction 
Industry. 

As Japanese banks strug- 
gle with staggering levels of 
bad and problem loans in 
their portfolios, contractors 
and builders are facing 
sharply lower demand and 
mounting losses on property 
and equity holdings and 
from unprofitable projects. 

Coming together, analysts 
argue, this means there are 
more bankruptcies on the 
horizon for Japan's construc- 
tion industry. 

JDC's failure comes only 
weeks after Aoki, a second- 
tier contractor, asked its 
creditor banks to forgive 
loans worth Y200bn ($l.6bn) 
as part of a restructuring 
effort. 

The potential conse- 
quences for the Japanese 
economy, which is already 
mired in its worst post-war 
recession, are severe. 

The construction sector 
accounts for about 10 per 
cent of the total workforce, 
and with the unemployment 
rate already at a record A3 
per cent, massive job losses 
would have a devastating*'. 
Impact on consumer demand*^ 


and the economy as a whole. 

Banks are caught In a dif- 
ficult position - not only 
financially, but also politi- 
cally and socially. 

While the social implica- 
tions of bankruptcies are 
clear, the liquidity crisis in 
the financial sector has 
forced banks to tighten their 
lending standards recently. 

To make matters worse, 
construction companies have 
historically enjoyed gener- 
ous backing from Japanese 
politicians, who use public 
works spending to stimulate 
economic growth. 

These pressures on the 
banks have helped prevent 
the failure of larger con- 
struction groups so far, ana- 
lysts argued. 

JDC's workforce of 1.725 
people and turnover of about 
Y300bn are a fraction of the 
size of the biggest companies 
in the industry, such as Oba- 
yashi, Taisei, Shimizu, and 
Kajima, which employ over 
10,000 people each. 

The smaller companies do 
not enjoy the political con- 
nections and wield the cor- 
porate clout of the construc- 
tion giants and, as a result, 
they are less likely to con- 
vince creditors to agree to a 
debt forgiveness scheme, 
analysts say. 

“JDC was an example of a 
company that was small 


enough to fafl," says Mark 
Brown, construction analyst 
at ING Barings. 

The company's problems 
centred around its aggres- 
sive expansion into golf 
courses In the 1980s and 
early 1990s and its manage- 
ment's inability to restruc- 
ture once these businesses 
became unprofitable after 
the bubble burst, analysts 
say. 


J DC, like many others, 
began to use developers 
to build golf courses 
when demand for golf dub 
memberships in Japan 
surged in the 1980s. 

However. developers often 
used membership dues to 
cover construction costs, so 
when golf course member- 
ship prices plummeted in the 
early 2990s, developers were 
unable to meet their finan- 
cial obligations. 

This forced construction 
companies to absorb both 
the development companies, 
which had borrowed heavily 
to finance their operations, 
and the golf course proper- 
ties. 

This loaded construction 
companies’ balance sheets 
with liabilities. 

Mr Brown estimates that 
JDC's net gearing at March 
1938 was 440 per cent, welT 
above the 227 per cent aver- 



Ford aims 
for 10% 
of sales 
in Asia 


• American International Group and aninvestment subsidiary 
of Sweden's Ericsson have agreed to pay S40m for an 80 
per cent stake in Alphatec Sectnanfos, the Thai computer 
chip maker.' 7Tre deal fe sutJfect to creditors’ approval of a 

• restructuring ptan Ural cals for more than fwo-tftirds of 
AJphatec's debt to be written off. - 

The capital Injection and debt restructuring were 
unveiled yesterday at acreditojs’ meeting. Some creditors, 
Kning Thai Bank among than, asked for amendments and 
the meeting was adjourned until December 8; when credi- 
tors must vote or the proposal. 

Alphatec Is the. first Thai company to attempt a reorgani- 
sation under the country's new bankruptcy taw. It has 
. about S373m In unpaid debt and PricewalerhoueeCoopers, 
the debt restructuring planner, said that without a credi- 
tors’ agreement, the group would run out of money at the 
end of the month and could cease operations. 

Ted Bardacfco, Bangkok 




COMPUTERS 


By Alexandra Harney 
in Tokyo 


Acer sees January GDR issue 


AkMro Tsufioka: 1 am almost Jealous of what B wffl become’ 


age gearing ratio of 25 other 
contractors. 

Analysts said the group's 
attempts to lighten its debt 
burden over the past 18 
months were Inadequate, 
and ultimately its loss of 
credibility with creditors 
as well as other companies 
bad left it no choice but 
to file for legal protec- 
tion. 

Akihir o Tsujioka, JDC 
president said the decision 
was made at a board meet; 
ing in-the early hours yester- 
day morning. 


JDC shares would be 
delisted in March 1998, the 
Tokyo Stock Exchange said 
yesterday. 


A lthough most of the 
management is expec- 
ted to resign, JDC exec- 
utives and Kazuhiro Munata, 
their lawyer, said they had 
great expectations for the 
company's growth after its 
reor ganisa tion. 

“I believe it will definitely 
be rebuilt . . . and I am 
almost} eafous'of what ff wHl 
'.'become,'’ sayf Mr Tsigiokal 



Hyundai completes 
takeover of Kia 


Extraordinary General Meeting 
of Shareholders of Securitas AB (pub!) 


By John Burton In Seoul 


Notification is hereby given to the shareholders of Securitas AB (publ) to attend the Extraordinary - 
General Meeting of Shareholders to be held at 2.00 p.m. Thursday, December 17, 1998, in the 
Securitas Building at Lindhagcnsplan 70, Stockholm, Sweden. 


Notice of attendance, etc. 


Shareholders who wish to attend the General Meeting must 


be recorded in the Share Register maintained by the Securities Register Centre 
(Vardepappcrscemralen VPC AB), not later than Monday, December 7, 1998; aeti 


notify Securitas AB of their intent to participate in the Meeting, not later than 4.00 
p.m., Monday, December 14, 1998, by mail to Securitas AB, Box 12307, SE-102 28 
Stockholm, Swedcn,orbytelepbOM + 46 8 6577400«[de6K+46 8 6577072. When 
giving notice, the shareholder should state name, registration number (or equivalent), 
address and telephone number. Proxies and other powers of attorney shall be presented 
to the Company well in advance of the Meeting. Receipt of notification will be confirmed 
by Securitas AB's forwarding of an attendance-card, which is to be presented upon 
entry to the Meeting 


To be entitled to participate in the General Meeting owners of shares registered in the name of 
a trustee must have their shares temporarily registered in their own names. Shareholders who 
have trustee-registered shares should request the bank or broker holding the shares to request 
owner-registration, so called voting-right registration, prior to Monday, December 7, 1998. 


Agenda 


The following matters will be dealt with at the Meeting: 


1. Election of Chairman of the Meeting 


Hyundai Motor, Sonth 
Korea's largest carmaker, 
yesterday completed its take- 
over of the bankrupt Kia 
vehicle group in a 
WoolJflObn (5947m') deal for 
a 51 per cent stake. 

The acquisition will 
expand Hyundai’s domestic 
market share to between 65 
per cent and 70 per cent and 
make it the world's 10th 
largest carmaker, with a 
capacity of 2.5m vehicles, 
ahead of Daewoo Motor and 
Samsung Motors, its Korean 
competitors. 

Hyundai, which won an 
international auction for the 
group is October, will pay 
WanS41.5bn for Kia Motors 
and Won336.6bn for Asia 
Motors, Kia's commercial 
vehicle subsidiary, to credi- 
tor banks by next March. 

In addition, it will pay 
Wonl,700bn in debt owed by 
Kia to creditor hanks by 2008 
and must assume 
Woo4,700bn in other liabili- 
ties, mainly owed ~ to 
Kia's subcontractors. Kia's 
creditors last week agreed 
to write off Won7.390tm. of 


Kia's debt prindpaL 
Five Hyundai companies 
will pay for Kia. with Hyun- 
dai Motor responsible for 40 
per cent of the purchase 
price, Hyundai Heavy Indus- 
tries 20 per cant, Hyundai 
Industry Development and 
Construction 15 per cent, 
Inchon Iron & Steel 15 per 
cent, and Hyundai Financial 
Services 10 per cent 
Chung Mong-gyu, the 
Hyundai Motor chairman, 
said business normalisation 
plans for Kia will' be 
unveiled soon. Analysts 
expect this to include wage 
and job cuts and consolida- 
tion of suppliers. 

Kia, which halted produc- 
tion last week because of a 
sharp fall in car sales, 
resumed operations yester- 
day after the takeover deal 
was concluded. 


Ford aims to corner IQ per 
cent of car sales in the Asia- 
Pacific region within 10 
years by expanding in 
nhtna, japan, Thailand and 
India, the US car and truck 
group said yesterday. 

It currently has about 
l per cent of region's car 

mar ket 

Wayne Booker, Ford vice- 
chairman, called the current 
fitianm'ai crisis “a window of 
opportunity” and said he 
expected “long-term sustain- 
able growth” in the region 
despite the sales collapse 
this year. 

Sales in most countries in 
the region, including Japan, 
were 60 per cent down on 
last year’s level as a result of 
the financial turmoil, he 
said. 

Ford is to revamp its 
operations in Japan by 
adjusting its product mix 
and moving sales outlets to 
more populated areas. 

Ford also planned to 
launch a car in late 1999 
with Mazda, the Japanese 
carmaker in which it owns a 
33.3 per cent stake. 

Mr Booker declined to 
comment on the collabora- 
tion with Mazda, except to 
say that the groups wore 
considering common plat- 
forms and other types of 
integration to avoid product 
duplication and allocate 
company resources more 
efficiently. 

In the Japanese market, 
the group recognised the 
fwnww frfflfning dominance of 
domestic manufacturers. 
Ford would “not challenge 
Toyota - it has 40 per cent of 
the market”. 

“If we have a few percent- 
age points that will be good 
enough for ns", he said. 

Ford has been increasing 
its investments in Asia in 
recent years. 

In July, it began produc- 
tion of the Ranger, a pick-up 
truck, at its factory in Ray- 
ong, Thailand. 

It is also bunding a car 

plant in India and assembly 

facilities in the Philippines, 
both of which are expected 
to go on line next year. 

Ford is also trying to 
increase its share in a joint 
venture in China ■ with 
Jlaogling Motors, a local 
group. 

However, it has met con- 
siderable difficulties, partic- 
ularly after the failure of its 
bid for Kia, the Korean 
carmaker, which filed for 


Acer; the Taiwanese computer maker, said yesterday It 
expected to issue its long-planned global depositary 
: receipts in January following the improvement in market 
conditions. At yesterday’s closing price of TS4Z50, the 
issue would raise up to T$8.5bn (US$2 62m). Its shares hit 
a year-low of TS28.80 on September 1. 

■Now that the market has stabilised, with Taiwan's gov- 
ernment adopting a bullish attitude and investor confi- 
dents returning, we feel It Is a better time to launch the 
GDRs ta January,” said lee Yipin, corporate finance and 
Investment management director. 

In May, Acer’s shareholders’ meeting authorised its 
board to issue up to 200m shares In GDRs In 1998. Mr 
Lee said the funds raised would be used for working capi- 
tal, especially for Acer’s many overseas operations. Pricing 
of the GDRs would be decided after a series of roadshows 
in the leading financial centres In January. The co-lead 
underwriters will be ABN Amro Bank and Nomura Securi- 
ties. 

Mr Lee sad Acer’s business outlook, was improving, 
although he did not go into details. 

Analysts said slowly improving semiconductor prices 
would narrow tosses for its Acer Semiconductor Manufac- 
turing unit, which is expected to report a T$5bn loss in 
1998. Heutere, Taipei 


NEW ZEALAND 


Brierley rejects Disney offer 


Brieriey Inv e stment s yesterday rejected a revised offer 
from Disney famfly interests, which were seeking a man- 
agement and equity relationship wfth the International 
group. Brieriey directors said the offer was “not desirable 
or necessary” in view of the Brleriey’s improved financial 
position and its dilutionary impact on its capital structure. 

Shamrock Capital Advisers, a US investment company 
for Disney family interests, holds 2 per cent of Brieriey. 
i - Shamrock ^Hacked - Brieriey directors over the use of the 
term "lack of cultural fit”. Mr Gold said this was simply a 
code word for prejudice towards foreigners and was inap- 
propriate for a company with 75 per cent of its assets out- 
side New Zealand. Tarry Hall, Wellington 


MACHINERY 


Taichung wins loan extension 


Taichung Machinery has been granted a six-month exten- 
sion of its expiring loans, approval of new loans worth 
T$250m (US$7.7m) and continued access to T$2.2bn in 
revolving credit the finance ministry said yesterday. 

Taichung is the first listed company to be granted such 
relief by the state-led crisis relief panel, which was formed 
by the finance ministry and central bank during a spate of 
corporate stock payment defaults that shook Taiwan's 
stock market ta early November. 

The panel, which Includes leading creditor banks, 
granted a six-month extension of expiring loans or 
approved new loans for four smaller unlisted firms a week 
ago, but declined to Identify them. Reuters, Taipei 


SECURITIES 


DKB Securities 


DaHchi Kangyo Bank has asked It to be made dear that a 
story In the Financial Times on December 1 under the 
headline "DKB Securities forced to suspend operations” 
refers to Dresdner Klelnwort Benson Securities, not to 
DKB Securities or any other part of the DaWchi Kangyo 
Baik group. 


Hyundai will also seek for- carmaker, which filed for 

eign Investors for Kia, I bankruptcy last October. r _. 

including Ford Motor of the • i 

US. which was Kia’s biggest 

shareholder until its take- AutowotoOw (Wot 

over by Hyundai But ana- 

lysts are sceptical whether incorporated with Grrtiteri rfabflliyasa satxdefsanonyimffUTidar the law*of Franc* 

foreign carmakers will be . Share capital: frf i .903.i65.ooo 

interested in acquiring' a Registered Office: 75, Avenua da la Grande Aims 75016 Pari* 

minority stake in Kia. FtegJatared In Paris; S 5S2 144 503 


Bagtotered In Paris: S 552 f44 503 


2, Preparation and adjustment of the voting list 


3. Election of one or two persons to attest to the correctness of the minutes. 


4. Examination of whether or not the Meeting has been duly convened. 


5. The Board of Directors' proposal that the Genera] Meeting should resolve to sell all 
shares in Securitas AB's (“Securitas") wholly owned subsidiary TdcLann Care AB 
(“Care”) to the shareholders of Securitas. It is proposed that shareholders of Securitas 
holding up to and including 1,000 shares will be offered the opportunity to acquire ten 
shares in Care and those bolding in excess of 1,000 shares the opportunity to acquire one 
Care-share for every one hundred shares or pan thereof beki. No fewer than ten shares 
may be acquired by any shareholder. The shares will be offered at SEK 98.50 each, 
which is their estimated fair market value. Shares of series A in Securitas should entitle 
the shareholder to acquire shares of series A in Care, and shares of series B in Securitas 
should entitle the shareholder to acquire shares of series B in Care. 


NZ set to privatise 
electricity generator 


Notice at meeting to holders ot 
FRF 24)00,000,000 8.5 par cant Notes due 2000 (the -Notes") 
ISW : XS 0041850214 


N ctarta hergry flfven mat a General Masting erf the notehoWers of the above mentioned Issue ts convened by 
MrtwnobfleB Peugaot in the oCtcea ot Perthes. 3. rue cTAnthi. 75002 Paris on 17m December, 19Mat9^^ 
(Paris tone) for the purpose of considering the following agenda: 

• Directors Report; 


By Tony Hal In Wellnghn 


The Board of Directors' proposal that shares in Care not acquired by the shareholders 
ofSecuritas under the offer, \x sold to Securitas’ main shareholders. SfltlAB and Melter 
Schhrling, in accordance with an undertaking by them to acquire shares not acquired by 
other shareholders of Securitas. The terms and conditions of any such sale should 
correspond to the terms and conditions of the offer. 


7. Adjournment of the Meeting 


The above proposals by the Board of Directors are conditional upon their bring supported by 
a majority of nine tenths of the shares and votes represented at the General Meeting. 


The complete proposals by die Board ofDirectors will be available at Securitas AB’s bead office 
in the Securitas Building at Lindhagcnsplan 70. Stockholm, Sweden from Thursday, December 
10, 1998, and win be sent to shareholders upon request. 


Stockholm, November 27, 1998 



Board of Directors 


The New Zealand 
government plans to sell 
Contact Energy, the coun- 
try's second biggest electric- 
ity generator. In a public flo- 
tation that could realise 
more than NZ$2bn ($Llbn), 
making it the biggest state- 
owned asset to be sold this 
way. 

The float, which is likely 
to be scheduled just before 
the general elections, Is 
designed to capitalise an a 
series of offerings In recent 
months that have proved 
extremely popular with 
small Investors. 

The government is seeking 
commercial advisers for the 
sale of Contact, which pro- 
duces 27 per cent of the 
country’s electricity. 

It plans to still 80 per cent 
through a share issue to the 
public and 40 per cent to 
what it termed a “corner- 
stone” shareholder who 
would provide expertise to 


the company to the benefit 
of all Investors. 

ABN Amro predicted 
strong interest in Contact 
shares from the investment 
community and the public. 

The bank valued Contact's 
assets at NZJl^Tbn, includ- 
ing government - equity of 
NZ3883L8 million. It had oper- 
ating earnings of NZ$i5&5m 
in the year to September 30. 

- However. ABN Amro said 
the company's future 
earnings prospects could be 
limited - by greater 
competition in the energy 
sector after the government 
split ECNZ, Its other 
electricity company, into 
three divisions and because 
of increasing private 
enterprise involvements. 

The government recently j 
sold its 5L6 per cent share- 1 
holding in the Auckland i 
International Airport for | 
NZ$400m and last week's j 
float or government-owned I 
office blocks in Wellington | 
raised NZ$120m. j 


• Section of Rapresentafives; 

* Definition of the Representatives’ powers: 


' A “""”° bne ‘ peusw PCA - ™ 


approval of the Vanslw ot some aasete olAutonKWIe»Peuge« to Peugeot Citroen Automobiles (PCA) and; 
approval P the transtef of some assetB criAutomobaeft Peugeot to Process Conception tngflnterie (PCI) anti: 


appo^ of the irensfer of some assets of Automobiles Peugeot to Sod** Commeretite Parrs Franche- 


• rang of the documents relating to the General Meeting. 


Ail noteholders are entitled to participate in, or be represented at the Oonmi uha,. _ . . , 

asawssaar^ 


Raoa Agent and Principal Paying Agent 
Banqua Paribas Luxembourg 
IQAtaLtowud Royal, L-2093 Luxambouip 


Paying Agents; 

Paribas 

3, rue (TAnSn, 75002 Paris 


Citibank NA, Londorr 
5 Carmatta Street, London E04Y QW 


Citibank NA, Brussels 

35 avenue das Arts, B-1040 Brussels 
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c ompa nies selected 

tse,s&p 

set to launch 
new index 


Soott Morrison ta Toronto 

The Toronto Stock RvrUn ~~ 
and Standard & Poor’s were 
preparing yesterday to 
announce the companies 
listed on the new S&P/TSE 
60 a large capitalisation 
index that is expected to be a 
barometer for Canada’s lead- 
ing securities market. 

The index, which will be 
part of SAP’s global basket 
of mvestable indices; airnc to 
provide greater international 
exposure to . com- 

panies and enhance liquid- 
ity. It is set to be launched 
on December 31. 

Richard Carleton. TSE 
vice-president of index and 
market data services, said 
the TSE 60 would be' the 
basis for futures and options 
instruments, as well - as 
index participation units. 
The TSE and S&P were also 
considering sector-related 
units - for example, natural 
resources - based on SAP’s 
global index. 

The new inrigT initiative is 
part of the TSE’s strategy to 
increase market liquidity 
and fend off competition 
from US stock markets. 

It is the first product to 
emerge from a partnership 
announce d this year 
between the exchange and 
S&P, which manages the 
widely followed US bench- 
mark index, the S&P 500. Mr 
Carleton said the partner- 
ship enables the TSE to 
leverage SAP's inte rnational 
exposure to market Cana- 


Strict budget for 
state oil group 


By Raymond Cofittin Caracas 

Venezuela’s general 
assembly is today set to 
approve a strict budget for 
Petrdleos de Venezuela, the 
' state oil company, with hold 
minimum investments ta 
maintain current production 
capacity. 

The budget proposal 
allows about $8bn in opera- 
tional costs and $4bn in capi- 
tal investment, of which, an 
estimated $3.6bn would go to 
maintain current production 
capacity. 

“There will be no expan- 
sion of capacity next year. 
It's an austerity budget," 
said one person in the indus- 
try familiar with the budget 
proposal. “Given the oil 
price and the country’s fiscal 
situation, there is no money 
to spare." 

For 1999. PDVSA foresees 
an average production of 
3.17m barrels a day. That' is 
slightly up from this year’s 
average of 3m b/d. but far 
below the 3 An b/d the com- 
pany had originally pre- 
dicted for the end of this 


year. PDVSA expects an 
average price of $12.50 . for 
the Venezuelan basket, of 
crude oSs, but "may revise 
this figure downward" the 
source said/ 

~ ^ PDVSA has been hit hard 
this year. It has made pro- 
duction ads af 525,000 b/d 
under an agreement with 
leading oil-producing nations 
in an attempt to stein the 
fall in prices^ PDVSA has 
also had to pay ad&tional 
dividends to help finance the 

government’s budget deficit, 
bringing its total, fiscal. pay- 
ments to $7A5bn in 199&. 
Some observers question 
whether PDVSA will be able 
to pay Bsl,000bn in divi- 
dends next year, as stipu- 
lated in .‘the government’s 
1999 budget 

Expenditure and produc- 
tion cuts from the collapse of 
oil prices hit not only next 
year’s output but also 
FDVSA’s long-term expan- 
sion plans. The company 
now expects to reach produc- 
tion capacity of 5J3n b/d. in 
2008, rather than the forecast 
6An b/d in 2007. 


NEWS DIGEST 


MAGNETS 


Bogatin resigns as 
YBM Magnex president 

The president and chief executive oT YBM Magnex 
International, the troubled Canadian magnet maker under 
police Investigation, has resigned. YBM said late on Mon- 
day that Jacob Bogatin, who headed the company smce it 
first began trading In Canada in 1994, had also resigned 

as a cfirector. Wesley * 

comment on the resignation and Mr Bogatin did not retun 
calls seeking comment • 

YBM has been suspended from trading on the Tcxoqtp 

Stock Exchange since last May, 

headquarters was raided by the FBI in a police Investiga- 
tion of alleged money laundering activities. 

YBM’s institutional 'inveBton^,I^^edby|^^oit^B, . 

misted the company's board of .directors In September. 

he would quicWy.getto the 

bottom of the controversies plaguing the company so it • . 
could resume trading. / ' 

But Mr Voorheis has said nothing about the company* 

securities regulators are continuing. ■ 

Edward AWen, Toronto 

FINANCIAL stabi lity institute 

First chairman appointed 
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a member of ™ 1 to ^kBup a posk 

-SsSSSjk®* 

iSLSS-: 


COMPANIES & FINANCE: THE AMERICAS 


Turning over a new leaf 

r - / • ■■ ’M ‘ ■ ■' 

Publisher Dow Jones plans to buifd bri'the strengths of the 

WaH Street Journal after a; tough, year, writes John Gapper 


Dow Jones 

, ShnprimnMhnto&a 

. ttPCowpo* 
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riinp companies to global. 

Investors. 

BUI Riedl, president of 
Fairvest Securities, said 
inclusion in the TSE 60 
would be-, important to com- 
panies, given the growing 
Interest in rnrip-r- investment 
funds by pension funds and 
other ihstttutidns. “A large" 
percentage of investment 
capital will be strictly 
focused on that group," be 
said. 

The TSE 60, designed to be 
a large market capitalisation 1 
portfolio index, win feature 
companies selected on 
liquidity, sector leadership, 
sh ar e float and fundamen- 
tals such as earnings perfor- 
mance and debt to equity 
ratio. 

Investors have for several 
weeks been fairing- positions 
in anticipation of the new 
index, hoping to reap a list- 
ings premium or avoid , a dis- 
count to a company’s share 
price if it is not included. 

Dealers it was impos- 
sible to calculate the size of 
the premium, or discount; 
given that position-taking 
prior to yesterday’s 
announcement was likely to 
reduce the impact 
Mr Carleton said the TSE 
35 and the TSE 100 would 
continue to be calculated 
due to demand from inves- 
tors holding a number of 
derivative instruments tied 
to the indices, such as equity 
side deals and other over- 
the-counter instruments 
with fixed terms. 


F or Pefar gmn, airman 

and chief executive of 
Dow £anes & Co, pub- 
fisher of the Wall Street 
Journal, the past few weeks 
have provided some grounds 
for optimism towards the 

apd of fl difffrnTt y g^T . ' 

- Despite the dominance of 
the Wall Sheet Journal in 
US financial markets, and 
some snccessfial initiatives 
such as the interactive Edi- 
tion of the Journal, the -pre- 
vious months were, a 


strengths in other fields was 
put to analysts late last 
month fflg -presentation fol- 
lowed the announcement of 
the early retirement of Ken- 
neth. Burenga, -president of- 
the company and chief exec- 
utive of Dow Jones Markets. 
«nd plans for the repurchase 
of $500m of the company’s 


Ownership of the loss- 
making Dow. Jones Markets 
real-time financial informa- 
tion group, depressed Its 
shares early In the year, and 
provoked -. criticism from 
some tifasttient members of 
the controlling Bancroft 
family. -There was a tempo- 
rary respite after the com- 
pany succumbed to pressure 
and sold Dow Jones Markets 
for $510m in May, but this 
lasted only until the sum- 
mer. Then fears of . a reces- 
sion in advertising caused 
renewed weakness. 

Mr Kami's strategy of try- 
ing to dose the book on the 
past and looking towards a 
future in which Dow Jones 
replicates its newspaper 


Mr F arr n .. a former editor 
and reporter who has bad to 
defend his abilities as a busi- 
ness executive, has learned a 
lesson hi himiflfy' from his 
trembles- "The management 
has a high degree of Self- 
imposed i ttsuw to do bet- 
ter," he says. 

EQs presentation laid out a 
three-year plan to expand 
Dow Jones’, electronic pub- 
lishing businesses, and 
Improve . margins In 
operations such as O ttaway . 
which publishes 36 commu- 
nity newspapers. 

Family control of Dow 
Jones has givy - n Mr RV>wn at 
least one com p ar a tive advan- 
tage in laying long-term 
plans for the group. Despite 
vocal criticism from two 
famil y members, he believes . 
the Bancrofts have little 
interest in selling. 

Despite occasional 


rumours about a possible 
sale or merger, Dow Jones 
appears set in its ways. 
“Even the critical members 
of the family were not trying 
to sell the company, and we 
are not going to sell the com- 
pany, or merge," he says. 

In a sense, Dow Jones has 
been a victim of Its own suc- 
cess. The dominance of the 
Journal - a competitor of 
the Financial Times - in the 
TJS ha* it hard to And 
another related activity that 
can produce comparable 
profits. 

Dow Jones Markets was a 
failure and the company has 
lagged behind in areas such 
as marketing its stock mar- 
ket indices. It is now focus- 
ing more strongly on elec- 
tronic publishing, both in 
newswires and specialist 
info rm a tion. 

The fastest-growing 
operations are the Interac- 
tive Edition of the Journal, 
which has 250,000 paying 
subscribers on the internet, 
and Dow Jones Interactive, 
an online business informa- 
tion division that reaches 
600,000 users via terminals. 

Mr Ttann insists there is 
little risk of these kinds of 
publishing operations failing 
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into the same trap as Dow 
-Jones Markets, which proved 
less nimble than competitors 
such as Bloomberg. 

"The core of this content 
Is proprietary, and we’re 
serving the same kind of 
market we serve with our 
print papers. It is a business 
we have a fair amount of 
experience in, and have been 
reasonably successful at" 

Hie company is still find- 
ing its way with the Interac- 
tive Edition of the Journal, 
since it is among the first 
publishers to charge for 
access to a newspaper on the 
internet. The subscription 
charge is still well below the 
price of the printed Journal, 
which costs $175 a year. 

The Interactive Journal 
costs print subscribers $29 a 
year, and others $S9. "Over 
time, it is our goal to bring 
the rates dose to print We 


a EitiMk!g n«pew*a ntfONpaai mpm 

want to say that our infor- 
mation has value/ Mr Kann 
Said 

Dow Jones is also 
distributing the Journal's 
content over television via a 
joint venture with CNBC - 
the cable network owned by 
NBC. It licenses information 
to CNBC, and gains a share 
of CNBC's additional adver- 
tising revenue. 

As part of the same agree- 
ment Dow Jones and NBC 
combined their loss-maldng 
international television 
operations, which have been 
hit by Asian turmoil and are 
together likely to lose about 
$50m this year. 

"A year ago, our television 
side was viewed as some- 
thing of a problem, but I 
don’t think it is seen that 
way any more. It is quite 
significantly profitable in 
the US. and we are reducing 


Mr Xmo, daman md ctiM 
BMcutim offlar ot Dow Jomb 
Bnd Company 


overseas losses." he says. 

But as Dow Jones' experi- 
ence since late August 
shows, none of these other 
ventures matters as much to 
its share price as advertising 
in the Journal. Shares 
dropped from S58 in late July 
to $42 in mid-October on 
signs of weakness. 

The sale of Dow Jones 
Markets has made it more 
vulnerable to the advertising 
cycle by reducing subscrip- 
tion revenues. 

However, Mr Kann insists 
the strength of the Journal 
protects it somewhat from 
the cycle. 

"Even if you assume there 
is a recession, well OK. who 
does best and who comes out 
in the best shape? If there is 
a down market and custom- 
ers cut back a bit weH do 
well in that kind of 
environment." 
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I n this fast-changing world, Geneva's Private Bankers still 
believe that the prime task of a bank is to serve its clients... 
effectively. And face to face. Technological progress, in our view, 
is above nil a means of gaining time - time we can devote to our 
clients. For we define progress as being ever closer, ever more 
responsive to those who place their trust in us, wherever they 
maybe. Which, indeed, is why we are bankers - Private Bankers. 

- [iXUC. | P&C | 

Geneva's Private Bankers 

LIBERTY - INDEPENDENCE • RESPONSIBILITY 



BORDlER&Cie 

. (1844) • V 


DAfUER HENTSCH&Cie 


In Geneva: 

LOMBARD ODIER&Cie 

(1798) 


MIRABAUD&Cie - PICTET &Cie 

(1819) (1805) 
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OIL: INDUSTRY IN FLUX 


MERGERS: THE COMPETITIVE LANDSCAPE OF THE SECTOR HAS BEEN CHANGED 


Exxon, Total deals turn up 



Confirmation of Exxon and Mobil's $75bn 
deal and the takeover of PetroFina of 
Belgium by French group Total has 
shaken the world oil industry. Financial 
Times writers analyse the details and 
examine the prospects for the industry 

By Robert Coizlne 


The herd mentality runs 
deep through the world's oil 
industry, so it was perhaps 
no surprise that two of the 
three merger/takeovers to 
occur in the Integrated 
petroleum sector in more 
than a decade were 
announced on the same day. 

Although each of the com- 
panies involved In the wave 


of restructuring seen so far 
- BP Amoco, Exxon Mobil 
and Total Fina - have been 
uniformly effusive about 
their prospects, the recent 
history of the sector shows 
that oil companies have also 
been consistently “more 
comfortable making mis- 
takes with others”, as one 
European oilman wryly 

noted this week. 

But irrespective of 


whether the deals concluded 
live up to their billing, there 
is little doubt that they will 
alter the competitive land- 
scape of the industry. 

For those companies that 
have yet to take the plunge, 
there will be growing pres- 
sure to make a move. 

Fart of that pressure win 
be external. Investors and 
analysts will want to know 
whether managements have 
assessed the pros and cons 
of mergers and takeovers in 
light of such a rapid and fun- 
damental shift in industry 
sentiment. 

Shareholders may also 
worry that companies could 
be too late in jumping on the 
merger bandwagon. Analysts 


say there are dear advan- 
tages for those who move 
early, especially as the domi- 
nant partner can focus on 
the company that best fits 
its strategic com me trial and 
financial aims. The BP 
Amoco deal was welcomed 
in large part because the 
industrial logic, and the 
potential savings, were dear 
horn the start 
The fact that some ana- 
lysts were yesterday ques- 
tioning several aspects of the 
Total Fina - especially 
because it takes Total, the 
lead company, into areas 
SUCh as base Seals and 

US refining ar> d marketing 
which it had ' previously 
rejected - suggests it may 


grow harder for companies 
to find arguments about 
industrial logic at the end of 
the merger wave with which 
to impress shareholders. 

With each announcement 
there are also fewer combi- 
nations remaining, malting 
fit more difficult for the man- 
agements involved to argue, . 
that any proposed fink-up is 
a “dream combination”. , 

There is even a danger 
that, tn the frenzied atmo- 
sphere, some managements 
may consider deals that in 
more placid times would * 
have been pushed aside. 

Raised expectations can 
also complicate the conduct 
of more routine business. 
Although there would 


always have bear questions 
asked about the decudon this 
week by Royal piAcb/Shell 
aid Texaco rf the; US to 'drop 

plans to ^oge ^eir 

refining And. marketing 
networks, £$ timing' of -the 
annooncero^nt .‘cheated a 
swirl of speculation' over 
whether it signalled that 
Shell was ptrfsed to strflfea on 

a much bigger scale. 

But the ' Anglo-Dutch 
group looks set to stick to tt? 
avowed policy of pursuing 
more limited geographic or 
Bms&OfcfeepiSj#, Jotttt ven-" 
turesv ipqasiders 

long-ptenfi^l^fjcadroal 
changes 

The mer»ar fcaS&bnay also 
divert the attention oTesscu- 


tives in companies that are 
“not yet in the mood", 
according to one executive. 
Rif Aquitaine,, the other big 
- French oQ group that had 
been in the bidding for 
PetroFina. reminded key 
staff in the wake of the Total 
Fina ( foal that mergers were 
not the only way to develop 
the business, and that fac- 
' tars such as price and indus- 
trial fit would be decisive 
af o rn CT it p in any of its deals. 

But for the time being, it 
is lmiiirriy that any big oil 
company Mn pretend that it 
is merely business as usual. 
The industry Is transfixed by 
consolidation, and is likely 
to remain that way as long 
as oil prices stay depressed. 


Total Fina: how the group stacks up 
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PETROFINA ALLIANCE WILL CREATE EUROPE'S THIRD-BIGGEST OIL COMPANY 


Questions arise over cost 


By Ned Buckley in Brussels 
and David Owen in Paris 

Total’s takeover of PetroFina 
will create the world’s sixth- 
biggest oil company, and the 
third biggest in Europe, with 
combined market capitalisa- 
tion of almost $*ebnr 

It will, in the.- word* 
Thierry Desmarest, ' Total 
chairman, create a “new 
European oil major" with 
combined sales last year of 
almost $54bn, 69,100 employ 
ees and reserves of S.Tlbn 
barrels of oil equivalent 

But not everyone was 
rejoicing yesterday. Shares 
in Total fell 12.3 per cent 
from FFr705 to FFT618 amid 
fears it was paying too much 
for the Belgian company- . . 

“The premium Is fantastic, 
for PetroFina shareholder^* 
said Philippe Cantelaube, oil 
analyst with Credit Lyonnais 
Securities. 

Based on Total's closing 
share price last Friday, its 
nine-for-two share swap offer 
valued PetroFina at 
BFTI9.482 per share, or 
BFr456bn ($13.07bn) - a 36.7 
per cent premium to Fri- 
day’s closing price of 
BFT14250. 

That was well above ana- 
lysts’ estimates of BFrX8.000 
on Monday - suggesting that 
Total did indeed top a rival 
bid from BIT Aquitaine, its 


French counterpart It was 
unclear yesterday whether 
Elf - around which specula- 
tion centred until the start 
of this week - had made a 
formal offer. But it is under- 
stood to have been in 
advanced discussions with 
PetroFina's shareholders 
until late last week. 

Although Mr Desmarest 
Insisted yesterday Total's 

Some market 
watchers 
suggested the 
Total-PetroFina 
deal could 
trigger others 


entry had not been "last- 
minute", it is thought to 
have begun serious talks 
with PetroFina only when 
media speculation around an 
Elf-PetroFina merger 
erupted in mid-November. 

Mr Desmarest insisted the 
deal was good for sharehold- 
ers, with a positive impact 
on cash Dow per share from 
next year, and on earnings 
per share from 2001. 

Synergies worth FFr2bn 
($352m) a year within three 
years had been identified, 
particularly through group- 


ing together administrative 
functions. integrating 
research and development, 
improving the functioning of 
European refineries, ration- 
alising distribution, and cen- 
tralised purchasing. The 
Total chairman insisted job 
-losses would be -limited to -a 
“few dozen”. 

Total has irrevocable 
undertakings to swap its 
shares with the 30 per cent 
of PetroFina held, by Cam- 
pagnie Nationale ft Porte- 
feuille and Electrafina - 
both controlled by Belgian 
financier Baron Albert Frftre 
- as well as 10 per cent held 
by Tractebel. the Belgian 
energy group, and 1 per cent 
by Fortis. the Belgo-Dutch 
financial services group- 

The offer will then be 
extended to all PetroFina 
shareholders. The new 
group, Total Fina, will be 
quoted on the Paris, Brus- 
sels, London and New York 
stock exchanges. 

Mr Frftre, who will hold 
almost 9 per cent of the 
enlarged group, will become 
co- vice chairman to Mr Des- 
marest. Francois Cornells, 
PetroFina chief executive, 
will be deputy chief execu- 
tive of the new group. 

PetroFina was advised by 
J. P. Morgan with Paribas, 
and Total by Credit Suisse 
First Boston. 


Some analysts; remained 
sceptical of the benefits of 
the tie-up.- and 1 expressed 
concern that it took Total 
into petrochemicals, a sector 
it has previously avoided. 

Mr Cantelaube of Credit 
Lyonnais Securities said, 
—“Total’s strategy was to 
develop upstream quite fast 
while trying to reduce refin- 
ing and remaining with spe- 
ciality chemicals. By buying 
PetroFina, the refining arm 
has become a very big part 
of the group and chemicals 
will become more cyclical. It 
is a U-turn in strategy.” 

Some market watchers 
also suggested the Total- 
PetroFina deal could trigger 
others. Total itself would 
become a more attractive 
alliance partner in the rap- 
idly consolidating oil sector. 

Belgian analysts pointed 
to the possibility that Trade- 
bel could sell its remaining 
3 per cent stake in Total, and 
use the money for a long- 
mooted merger with Its own 
40 per cent owned subsid- 
iary, ElectrabeL 

That, of course, needs 
backing from Suez Lyon- 
naise des Eaux, the French 
utility group which owns 
50.3 per cent of Tractebel, 
which has so far been luke- 
warm towards such a merger 
- and whose single biggest 
shareholder is Albert Frftre. 


PROFILE BARON ALBERT FRERE 


From nails to oil 
and media baron 


By Hea Buckley 


Ends of chapters in Belgian 
corporate history often seem 
to coincide these days with 
ends of phases in the career 
of one man, Baron Albert 
Frftre. 

When CNG, the Dutch 
bank, bid for Basque Brux- 
elles Lambert, Belgium’s 
number three bank, a year 
ago, Mr Frftre’s agreement to 
sell his 37 per cent cleared 
the way tor the takeover. 

When France’s Axa-UAP 
moved in May to take full 
control of Royale Beige, Bel- 
gium’s second higgest 
insurer, it was ending a joint 
control deal with Mr Frire. 

And this week, the media- 
shy financier's agreement to 
sell his 30 per cent stake in 
PetroFina opened the door to 
Total 

Perhaps for Belgium and 
Mr Frftre, this latest deal is 
most symbolic. PetroFina 
was, until recent years, Bel- 
gium's biggest company by 
market capitalisation, its 
premier industrial asset, and 
- alongside holding com- 
pany Socifttft Gftnftrale de 
BelgLqW (SGB) - the bud-' 
ness every Belgian family 
held shares in. - - 

The appointment of the 
iron nail merchant’s son 
from Charleroi to the chair- 
manship of the 70-year -old 
former Compagnie Flnan- 
dftre Beige des Paroles (tele- 
graphic code: Petrofina) an 
May ll 1990 was hie proudest 
day. 

Swapping his stake for one 
in Total starts a new phase 
for the 72-year-old. after sev- 
eral incarnations. 

First, he used the family 
nail business as a basis to 
become uncrowned king of 
the Belgian steel sector, sell- 
ing bis steel interests to the 
stale in the late-19708. 

From 1982, as head of Bel- 
gium’s second biggest hold- 
ing company Groupe Brux- 
elles Lambert (GBL), he was 
the wheeler-dealer interna- 
tional financier who buflt a 
complex empire of cross 
holdings with stakes in busi- 
nesses spanning finance, 
energy and leisure. 

Only the unhappy episode 



Mbert ftftiw entering a new phase hi Ms career 


Rax Features 


with DrexeT Bfirnham ‘‘ Lam- 
bert, the Wall Street junk 
bond pioneer that collapsed 
in 1990 - and in which GBL 
had to write off a BFr32bn 
($91m) stake - marred the 
record. 

Chairmanship of Fetro- 
Fina provided relief from the 
Drexel. debacle. Mr Frftre's 
GBL had become largest 
shareholder in PetroFina in 
1989 . through a complex 
share swap with SGB. 

In recent years. Mr Fiftre 
has reinvented, himself 
again, as media magnate, 
with control of Luxem- 
bourg's CLT-UFA, Europe's 
biggest commercial broad- 
caster, and a stake In 
France’s Canal Pius. 

But a deal two years ago 
pointed the way to Mr 
Frftre’s next phase. He sold a 
26 per cent stake in Tracte- 
bel, the fast-growing Belgian 
ener gy group, and used the 
proceeds to buy 11.5 per cent 
of Suez Lyonneuse des Eaux, 
the French utility group, 
gaining a seat on the board. 

Now the PetroFina deal 


win leave him with about 8 
per cent of Total, and 
aqother board seat 
‘ Associates say Mr. Frftre is 
moving from leading posi- 
tions in Belgian companies, 
to smaller stakes in interna- 
tional groups. 

“Suddenly you find you 
are number one in Belgium, 
but the market is no longer 
Belgium, it is Europe,” said 
Didier Befiens, GBL’s man- 
aging director, yesterday. 
“We were happy to be share- 
holders of Royale Beige. 
Petrofina, Basque Bruxelles 
Lambert, these were world- 
class companies. But the 
market changed, the compe- 
tition became worldwide." 

Same analysts suggest the 
moves are also an effort to 
simplify his sprawling 
empire, before passing it on 
to his son Gftrald and daugh- 
ter Sftgolftue. 

But, suggested Mr Belle ns, 
rumours of Mr Frftre’s retire- 
ment were premature. “I 
think he is probably the kind 
of person who will never 
retire.” he added 


TAKING STOCK 


European 
producers 
assess 
their next 

moves 

By Robert Corzfcw and . 
Anthony Robinson in London, 
and Paul Betts fat Mflat 


European oil companies 
were yesterday assessing 
their next moves in the 
aftermath of the Exxon-Mo- 
tm deal In the US and Total’s 
takeover of PetroFina of Bel- 
gium. 

Elf Aquitaine, which had 
been mooted as the favoured 
partner for PetroFlna, 
decided against a bid 
because the Belgian com- 
pany was too expensive and 
its refining; marketing and 
chemical operations in the 
US clashed with Elf s strat- 
egy, according to executives. 

“It’s always good to take 
part in the trend of the 
moment,” said Bernard de 
Combret. head of Elfs refin- 
ing and marketing division. 
"But it is also very impor- 
tant to follow the strategy 
you have defined." 

Elf also says it does not 
believe companies of its size 
will be at a disadvantage In 
competing for upstream 
exploration 'and production 
flpgic with the likes of Exxon 
Mobil and BP Amoco. 

Elf has not ruled out a pos- 
sible merger, but executives 
are likely to insist that any 
combination be based on 
sound industrial and com- 
mercial factors. 

Italy's Eni oil and gas 
group, Europe’s fourth larg- 
est, is not currently involved 
in any merger or acquisition 
talks. Hie company, 37 per 
cent owned by the Italian 
government, is however, 
pursuing contacts with other 
oil groups on possible deals 
and partnerships involving 
specific product areas or geo- 
graphical sectors. 

It is seeking ways to 
enhance its European down- 
stream refining and market- 
ing activities. However, ten- 
tative talks with Royal 
Dutch/Shell on an eventual 
European downstream deal 
are understood to have gone 
nowhere. 

The market pressures 
behind the latest flurry of 
mega-mergers are also forc- 
ing a wave of mergers and 
cost-cutting among Russia's 
high-cost and poorly struc- 
tured oil companies. These 
moves are expected to accel- 
erate as Russia's wider 
financial crisis deepens. 

In Russia's case the impact 
of lower world oil and gas 
prices has been magnified by 
the collapse of the Russian 
banking system, and espe- 
cially those such as Onexfm- 
bank, which is linked to 
Sidanco oil company and 
Menatep, linked to Yukos 
Oil, which were part of 
fina n cial industrial groups. 

Rouble devaluation has 
given partial relief to oil 
exporters but exports are 
hampered by pipeline capac- 
ity constraints and the pros- 
pect of higher export taxes 
while devaluation has exac- 
erbated the longer-term 
costs and difficulties of rais- 
ing foreign capital. 


CONSOLIDATION COMPETITION MAY FORCE MORE US MERGERS 


Only one way to go 


By Christopher Partes 

h Los Angeles 


Squeezed between the 
competitive forces generated 
by the formation of Exxon- 
Mobil and the BP-Amoco 
merger on one hand and 
some of the lowest real oil 
prices on record on the 
other. US energy groups 
have only one way to 
go: into one another's 
arms. 

From the staid production 
and refining sector to the 
rough-neck field service and 
hardware providers, 
consolidation has become 
the sole preoccupation of an 
industry that until this year 
had resisted the urge to 
merge obsessing other 
industries for the past five, 
years. 

Even as Exxon and Mobil 
confirmed their Unk, atten- 
tion turned to Chevron, 
ranked number four in the 
world by market capitalisa- 
tion. Texaco, number eight, 
and ninth-biggest Atlantic 
Richfield. 

Texaco drew special atten- 
tion on Monday when it 
announced it was withdraw- 
ing from negotiations to 
merge Its European refiner- 
ies and ret ail ing operations 
with those of Royal Dutch/ 
Shell, the Anglo-Dutch com- 
bine that will be relegated to 


second place in the global 
league by Exxon-Mobil 

One popular theory among 
analysts was that Texaco 
had decided its chances of 
finding a partner and cost- 
saving synergies would be 
improved if it entered any 
marriage Intact 

But, like the others, it 
feces the dile mma of finding 
the most suitable partner. If. 
as the actions of industry- 
leaders suggest, size is the 
greatest competitive advan- 
tage. there are limited oppor- 
tunities for Texaco to com- 
pete. 

Excluding Shell and BP, 
Exxon-Mobil's market capi- 
talisation or $242bn makes it 
roughly the sfee of the rest 
of the world's top-10 com- 
bined. 

That appears to limit the 
options for deals with one of 
the top three, which would 
almost certainly lead to 
daunting regulatory compli- 
cations. 

The economic merits - 
beyond possible cost savings 
- of the mega-oil companies 
have yet to be proved. But 
they are likely to gain a con- 
siderable strategic and cost 
advantage in negotiations 
for rights to find and exploit 
reserves in promising but 
remote areas of Russia, for 
example, and strike coopera- 
tive bargains with the likes 


of Saudi Arabia which Is 
looking for prospective 
collaborators. 

While the rest of the first- 
tier companies have been 
challenged to seek imagina- 
tive solutions, lesser groups 
face a testing time which 

may see many crushed. 

Prospects are better for 
the oil field services and 
technology sector, which has 
been busy consolidating for 
the past two years as the 
majors have sought out one- 
stop providers. 

Options include more 
mergers and greater speci- 
alisation. But smaller oil 
explorers and refiners find 
little comfort wherever they 
look. 

The oil price cycle, which 
has traditionally helped 
maintain the hope that 
something will turn up, is 
showing no signs of recov- 
ery. 

Even if the Asian eco- 
nomic recovery starts next 
year, as predicted by many 
economists, long-term 
growth in energy demand is 
still expected, to hover 
around 2 per cent or so 
annually. 

Recent background and cov- 
erage since the Financial 
Times broke news of the 
Exxon-Mobil merger last 
Thursday is available an the 
FTs website: wam.fT.com, 


INTEGRATION RETENTION OF MOBIL NAME MAY HELP CUSHION CULTURAL SHOCKS 


By Christopher Partes 


OH maJorsTfstum on capital employed (dean). 


Packed with details of 
expected financial and stra- 
tegic benefits, yesterday's 
announcement of the forma- 
tion of Exxon Mobil in the 
biggest merger an record 
addressed few of the cultural 
questions raised since word 
of the deal broke last week. 

But the planned structure 
made dear that though the 
Mobil brand will remain, its 
managers will be very much 
the junior partners following 
completion of a deal which 
will leave Exxon sharehold- 
ers owning 70 per cent of the 
new company. 

Lucia Noto, Mobil chair- 
man will serve as number 
two to Exxon's Lee Ray-, 
mond. and the enlarged 19- 
strong board will include 
only six of his colleagues. 

While logical, given the 
prominence of both company 
logos in world markets, 
maintaining two brands and 
their complementary mar- 
keting divisions may reduce 
Che potential for early econo- 
mies, estimated by the part- 
ners yesterday at about 
$2£bn before tax. 

Yet the retention of the 
Mobil name may also help 
mitigate some of the cultural 
shocks inevitable in the pro- 
cess of grinding out the 
savings through plant clo- 
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sures, spinoffs and lay-offs. 

Although no job cut esti- 
mates ware on offer from the 
companies yesterday, ana- 
lysts said most were expec- 
ted in marketing and refin- 
ing, which account for about 
half the 123,000 total, and 
might run as high as 14,000- 

More details are expected 
as negotiations continue and 
the world's regulators t*r>lp 
the biggest merger yet pres- 
ented to them. Unusually, 
yesterday’s official 

flnnmniPBmmf did not Tiamo 


an expected completion date, 
only that Hotnflc would be 
made available in time for 
the annual meetings next 
spring. ... 

Under . the terms 
announced yesterday, the 
transaction is intended to 
qualify as a tax-free pooling 
of Interests despite the dis- 
parity in the partners’ sizes, 
in which Mobil shareholders 
will exchange their shares- 
for L32015 Exxon units. . 

Valuing Mobil at $99 a 
share, the terms re present a 
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premium of more than 30 per 

cent over the company; 
dosing price on November 
24 when rumours of a link 
began to circulate. 

T outing the advantages of 
a merger, the companies sajfl 
that beyond the near-term 
economies, they expected 
the link to allow them to 
enhance , shareholder value 
longer-term by producing a 
higher return on capital 
employed than either could 
achieve alone. 

Mr Raymond and Mr Noto 


said the companies comple- 
mented one another “in 
almost every facet of the 
business". 

Although they are expec- 
ted to be obliged by regula- 
tors to reduce their fiTHng 
station and refinery portfo- 
lios, they claimed there were 
minim al overlaps between 
their exploration and pro- 
duction interests. 

“Respective strengths in 
West Africa, the Caspian 
region, Russia, South Amen 
ica and North America line 
up well,” they said. The com- 
bination of technologies an ^ 
management expertise 
would reinforce Exxon Mobil 
as “partner of choice” for 
nations seeking help and 
capital to exploit their 
reserves. With combined 
sales of natural gas of I4bn 
cu ft a day, the new com- 
pany would be well-placed in 
this fast-growing market, 
and there was a strong fit in 
lubricants. 

Mobil is the world's lead- 
ing lubricants marketer 
while Exxon is the biggest 
refiner of the base stocks 
used in their manufecture. 

in US marketing and refin- 
ing. they said, Exxon Mobil 
would “approach the size" of 
ampeting downstream joint 
ventures which include Tex- 
aco's link with Shell and 
Saudi Aram co. 
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Tie-up needs a willing junior partner * 
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In volatile times the quality of 
financial partner becomes cruci 
You need' rock solid financial 
cutting edge innovation, depth 
experience and contacts. 

Through close relationships with olir 
clients, we strive to add value to their 
businesses. So naturally we are pleased 
when those clients and the industry 
recognise our achievements, voting us 
one of the top two banks in global 
capital raising* We are pleased because 
this is recognition, not only for our 
proven expertise in Europe, but also our 
impressive track record in international r 
cross-border transactions. 

• " 7 ’ • ' . . , • c 

Deutsche Bank anticipates changing 
client needs and market conditions with 
a multi-faceted package of services. 
That's why Euromoney named us Best 
Bank in the euro zone and Best Bank in 
Western Europe. 

Our clients know - now you do too. 


Foreign Exchange 

No.1 

Top European FX Bank 

Euromoney, . 

May 7998 

& Corporate Finance, 
September 1998 


Credit Derivative* 

No-1 

Best MTN House 


Euromoney’ 
July 1998 


Leveraged Finance Derivatives 


Research 

No.1 

Best Advice and 
Research on the euro 


Euromoney, 
May 1998 


No.1 

Lead Debi/Mezzanine 
Arrangers on Continental 
European Buyouts 

Acquisitions Monthly, 
May 1998 

Project Finance 

No.1 

Global Project Finance 
Adviser 

Project Finance 
International. 

January 1992-1998 


No.1 

Corporates' Choice for 
Derivatives 


Risk, 

May 1997/1998 


Equities 

No.1 

Equity Research 
Database in Europe 


Reuters Survey, 
1998 
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COMPANIES & FINANCE; EUROPE 


METALS PROFITS RISE 42% TO DM741 m 


Disposal helps 
Degussa post 
record figure 


By Tony Barber 
bi Frankfurt 


Degussa. the German metals 

and chemicals group, 
yesterday announced record 
earnings for the fourth 
successive year and said 
it expected good results 
in 1999 thanks partly to 
its impending merger with 
HUls, the chemicals divis- 
ion of the utility group 
Veba. 

Pre-tax profits rose in the 
year to September 30 by 42 
per cent to DM7-Um ($438m), 
largely because of a 4 per 
cent increase in group sales 
bo DMl55bn- 

But Degussa also recorded 
an extraordinary gain of 
DMSOm from the sale of part 
of its stake in the German 
copper producer Nord- 
deutsche Afflnerie. 

The company said that, 
despite signs of an economic 
slowdown in North America 
and the continuing impact 
of the financial crises in 
Russia and Asia, "we are 
well-positioned to withstand 
a deterioration in the mar- 
ket environment and expect 
to report high earnings 
again in the current fiscal 
year". 

Excluding precious metals 
trading, sales in each of the 
company's four main foreign 


regions - North America, 
Europe excluding Germany. 
Asia and Latin America - 
rose by more than 10 per 
cent in the 1997-93 business 


year. 

But in Germany, where 
Degussa said demand for 
dental products had fallen 
substantially, sales dropped 
by 2 per cent to DM3bn. 

Degussa attributed the fall 
in Germany to uncertainty 
among dentists and patients 
about the impact of 
legislation Introduced last 
January to cut health care 
costs. 

The company has recently 
been active in the Asian 
market, buying South 
Korea's largest producer of 
industrial carbon black last 
month from LG Chemical. 

The acquisition turned' 
Degussa into the world's 
second biggest maker of 
industrial carbon black, with 
an annual production 
capacity of more than lm 
tonnes for rubber and 
pigment blacks. 

Degussa shareholders are 
expected to approve the 
merger with HOls at an 
extraordinary meeting on 
December 18. 

Trading in the shares of 
the new company, 
Degussa-HQls, is expected to 
start cm February 8. 



Life sciences merger hopes 




for a glamorous union 


Step 1 : 0 u 3 i iisleti company w Step 2 


For Aventis to be successful ft wfll mean a maniage of German 
and French cultures, write David Pilling and Graham Bowley 


I t has a brand new name. 
Aventis, a new interlock- 
ing management structure 
and. in time. It might even 
have a spanking new head- 
quarters In Strasbourg on 
the Franco/German' border. 

But what will really inter- 
ests investors and competi- 
tors is whether the merged 
life sciences businesses of 
Hoechst and Rbdoe-Poulenc 
can forge a union that is 
more attractive than its less 
than glamorous halves. 

That wfll not be easy. 
Aventis will become one of 
the biggest pharmaceuticals 
and agrochemicals compa- 
nies. Not only does the 
merger involve two groups 
undergoing rapid and radical 
restructuring, it wfll entail 
uniting French and German 
cultures. The aim Is to cre- 
ate what executives were 
yesterday proclaiming as a 
new type of trans-European 
company capable of battling' 
it out in the marketplace. 

“Only a few companies 
will be able to participate in 
the growth 'of the emerging 
life sciences sector." said 
Jflrgen Dormann, the 
Hoechst chairman who will 
occupy the same position at 
Aventis. He said the new 
company would have the 
scale, scientific know-how 
and resources to he one of 
that select band. 

To make that boast a real- 


ity. there are several hurdles 

to overcome. .The first is to 
engineer a coherent strategy 
following a dizzying bout of 
acquisitions, demergers and 
disposals at both companies. 

Over the past few years, 
Rhfine-Poulenc has bought 
100 per cent of 'RhOne-Ponl- 
enc Rarer, its pharmaceuti- 
cal division; created Merial, 
a veterinary health com- 
pany, through a merger with 
the animal health business 
' of Merck of the _ US; ■ and 
formed a separate chemicals 
division, part , of which has 
been floated oft . . 

Hoechst has been even 
more f ranti c, engineering a 
three-way pharmaceuticals 
merger, of its own drugs 
business with Marion Mer- 
rell Dow of the US and Rous- 
sel Udaf of France. At the 
same time, it has also been 
pulling out of the chemicals 
business, announcing only 
last month it was spinning 
off Celanese and Ticona. 

But both Rhdne-Poulenc 
and Hoechst still have a lot 
of restructuring to do. And 
what has already been 
accomplished has yet to be 
properly digested. At HMR, 
the Hoechst drug division, 
profitability has failed to 
meet Mr Dormann 's ambi- 
tious targets because 
restructuring costs have 
overshadowed savings. 

Rhdne-Poulenc has its 


problems too. Admittedly, it 
has launched two promising 
products recently, particu- 
larly Taxotere, a cancer 
treatment It also has a 
world-class vaccine business. 
. But observers fear the com- 
pany's gamble on the emerg- 
ing sciences of genomics and 
gene therapy mean its really 
exciting products, if they 
come to fruition, are still 
several years away. 

Given the pace of change 
and the uncertainties at both 
companies, some analysts 
worry that Aventis may be 
one step too far - a cobbling 
together rather than a 
merger. “I would have pre- 
ferred them to have cleaned 
up their own houses first,” 
said one investment banker. 
“But if they had done so 
they would have become 
easy targets. Merging was 
erne of their few options.” 

The second important hur- 
dle will be to convince inves- 
tors that the new manage- 
ment team can work 
together. Executives went 
out of their way yesterday to 
stress that they had learned 
the lessons of other foiled 
merger attempts - such as 
that between Glaxo Well- 
come and S mtthkline Bee- 
ch am - which foundered 
when Die two UK companies 
decided their management 
teams' and corporate cul- 
tures were imranpatlble. 
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“All the sensitive issues of 

a ffnnnn'ai legal, corporate 
governance nr hMiwgamwit 
nature have -already been 
settled," said Jean-Re he 
Fourtou, chairman of Rhdne- 
Poulenc and vice-chairman 
of Aventis. 

The third obstacle is the 
new company’s underrepre- 
sentation in the US, where 
nearly half the world's drugs 
are sold and the juiciest mar- 
gins earned. Executives said 
the US sales forte would be 
increased by at least 500 rep- 
resentatives to 4,000 in an 
effort to tap die potential of 


Coffeng suspended after options probe 


By Gordon Cramfa h Am s terdam 


The Dutch securities 
industry is facing renewed 
Judicial attention after a 
marke tmaking company on- 
the Amsterdam bourse yes- 
terday had its operations 
suspended and an options 
dealer was arrested. 

The business of Coffeng, 
the main market maker in 
shares of Royal Dutch, the 
Shell company that is flag- 
ship stock on the exchange, 
was halted from Monday 
because it had inadequate 


capital. This emerged amid a 
search by justice officials of 
Coffeng's offices. 

The unnamed trader was 
remanded in custody. 

He is alleged to have accu- 
mulated large amounts of 
put options in Royal Dutch 
both before and after the oil 
company warned in mid- 
September that It would be 
aiTFected by a weakening 
crude market in the current 
half-year. 

Insider trading is one of 
the allegations under inves- 
tigation. 


Royal Dutch shares fell 
more than 5 per cent on that 
announcement, but subse- 
quently recovered as merger 
activity took hold in the 
world energy sector. 

The derivatives position 
held by Coffeng, though ini- 
tially yielding profits, wors- 
ened as a result By some 
accounts, recent purchases 
were made at unrealistic 
exercise prices in an 
apparent attempt to bring 
earlier tranches back in the 
money. 

The scandal is the worst 


since police and justice offi- 
cials raided the stock 
exchange floor just over a 
year ago. in an investigation 
involving alleged money 
laundering and tax fraud as 
well as Insider dealing. The 
main cases from that have 
yet to come to trial 

It also follows a spate of 
liquidity problems at options 
trading firms in the city this 
s ummer . 

ING, the large financial 
group. Injected FI 50m (J26m) 
into Extra Clearing, a sub- 
sidiary that had been hit by. 


one of these defaults. 

Kas-Assodatie, the bourse 
bank and itself an Amster- 
dam quoted company, acted 
as clearer for Coffeng and 
therefore had. to guarantee 
its positions. It did not 
immediately provide an 
assessment of the cost But 
the listed Bever Holding, 
which, owns 30 per cent of 
Coffeng, said the affair 
would cost it a maximum of 
FLIQm. 

...Estimates of the total 
losses - were running yester- 
day at Fl4flm-FT6GnL. * 


Four buy 
into French 
electronics 


group 


By Dart) Owen hi Paris 


aig international inc. 
foreign exchange commodities interest rates 
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Four leading international 
computer and telecommuni- 
cations companies are to pay 
FFr450m ($79 .3m) each for 
7.5 per cent stakes in Thom- 
son Multimedia in a deal 
that will see 30 per cent erf 
the French consumer elec- 
tronics group's capital 
transferred to private 
hand s. 

The four are Alcatel of 
France, DirecTV and Micro- 
soft of the US, and NEC of 
Japan. The French company 
announced in July it was 
signing memoranda of 
understanding with the four 
aimed, at forming strategic 
partnerships to accelerate its 
development 

The move may be only the 
first step in a process that 
could see the company 
floated next year. Such a 
step would significantly 
increase its room for strate- 
gic manoeuvre, as well as 
further reduce its high debt 
load. 

It seems unlikely, how- 
ever, that France's Socialist- 
led government would cou- 
sent .to the state holding foil- 
ing, below 50 par cent in the 
short to medium t w in 
" Gearing is expected to fall 
to about 100 per cent after 
the FFtiLSbn c a p ita l increase 
provided by the four strate- 
gic partners. 

The French authorities are 
understood to have placed a 
notional value of FFr4Jibn 
on the group prior to the 
new partnerships - a figure 
which the proposed capital 
injection . will ' ostensibly - 
increase to FFrifon. 

But Thomson Multimedia 
management will expect 
valuations of the group, 
which has 20 per cent of the 
US colour TV market, to rise 
further as a result' of the 
increased credibility brought 
by the new partners. 

It has indicated in the past 
that it hopes the 
partnerships will help 
improve its positions both 
upstream in . components and 
downstream in Interactive 
television-based services, 
while confirming its existing 
strength in finished 
products. 

In July, the company 
reported a first-half 
operating profit of iTWtoL ■ 


Telecom 

Italia 



TV plans 


By Paul Bells in MNan 


Telecom Italia's board 
yesterday asked Franco Ber- 
nabe, the privatised telecom- 
munications group's new 
chief executive, to complete 
as soon as posable negotia- 
tions over plans' to partici- 
pate in a new Italian digital 
pay television system. 

Although the board did 
not mention Rupert 
Murdoch' in the short 
communique it issued Iasi 
night, negotiations with the 
Australian media magnate 
are understood to he 
continuing. 

Mr Murdoch announced 
last week his interest in 
acquiring a 39 per cent 
stake in Stream, Telecom 
Italia's multi-media 
subsidiary and its proposed 
vehicle to develop an Italian 
digital TV platform, with 
France's TFl television 
network also taking a 10 per 
cent stake. 

Mr Bernabe is familiar 
with both Mr Mnrdoch. and 
Letizia Morattl, the Austra- 
lian magnate’s new Euro- 
pean television business 
associate. 

However, he Is understood 
to be reviewing the digital 
TV plans of the'former Tele- 
com Italia tap manag pir t^f 1 
unconvinced that the tele- 
anas group should become a 
direct participant . in the 
high-risk and high cost 
pay-TV market 

The new Telecom. Italia 
chief executive is also under- 
stood to believe the compa- 
ny's essential role is to be a 
communications service pro- 
vider, and is reluctant' to 
push it into the broadcasting 
business. 

There were reports last 
night that Mr Bernabe is 
considering selling a major- 
ity stake in .Stream to Mr 
Murdoch and -his French 
partners in ' an effort to 
reduce Telecom Italia's expo- 
sure in the digital pay-TV 
project 

Although this is likely to 
raise a new political storm 
in Italy with both oentreteft 
government and rightwing 
opposition leaders worried 
over Mr Murdoch's possible 
entry into' the Italian broad- 
casting market Mr Bernabe 
seems intent on minimiwtag 


his company's financial risks 
in the venture. 

There have also been, sug- 
gestions that Telecom Italia 
might even abandon its ear- 
lier digital TV ambitions. 

Canal Plus, the French 
pay-TV network which owns 
90 per cent of TeleptO, the 
rival Italian digital TV net- 
work. has also continued its 
efforts to reinforce its posi- 
tion in Italy to fend off Mr 
Murdoch's eventual chal- 
lenge. . 

1 Telepto. has already sighed 
up exclusive rights with 
seven Italian soccer dubs 
and a film rights deaf with 
the Florence Cecchl Gori 
media and film production 
group. 



existing -and forthcoming 
drugs in the US. Even so. its 
sales clout wlD be some way 
behind the real heavy- 
weights such as Merck. : 

The company admits that 
sales in the US and else- 
where will go through a 
mediocre patch as one 
important drug goes off 
patent but after that, "Aveh- 
tis’s sales growth will be 
quite, different,” said Igor 
Landau, a member of the 
board erf management "The 
combined marketing muscle 
will mean that one plus one 
equals- moire than two.” 


- Aventis must hope that 
the same holds good for the 
company as a whole. To do 
that it must achieve nuore 
than the $U2bn annual cost 
savings it. is aiming for 
within three years. More 
Important, It must make 
goal Aft Dormann 's promise 
of creating a “new company 
with a new culture and dear 
focus". Judging by the 
acoustic problems that 
accompanied the triple 
translation - .from French, 
German' and English - at 
yesterday's launch, there are 
still wrinkles to iron out. 


NEWS DIGEST 






CARMAKING 


BMW shares fall 8% on 
concerns about Rover 


'S 

%r» l ocus 


Shares in BMW, the German luxury carmaker, feH more 
than 8 per cent yesterday after speculation that manage- 
ment was divided over what to with Rover, Its troubled UK 
subsidiary. The German newspaper Die Welt reported that 
Bemd Pischetsrieder, BMW chairman, was at loggerheads 
with another management board member, Wolfgang 
Rdtzle, over, whether Mr Rdtzle should take on the dual 
role of running Royer and being responsible for BMW's 

distribution network. ... . . . i 

Mr Reitzle was said to be reluctant to take on the Rover 
job because of the subsidiary's lack of success since . 
BMW acquired It in 1994. At the time of the takeover, 
Rover was intended to become profitable in 2000, but 
some car industry specialists say the company could 
make a loss of up to DM1 bn ($591 m) this year. 

Tony Barber, Frankfurt 
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Enaco IPO could raise Pta33bn 


Enaco, a Spanish food retailing group, could be valued at 
up to Pta33bn ($229 m) when its shares begin trading on 
Spain's stock markets next week in the country's first ini- 
tial public offering since the autumn’s turmoil on stock 
markets. 

The company this week began meeting European institu- 
tional Investors, taking advantage of a strong rebound in 
stock market valuations in recent weeks. ABN Amro 
Rothschild is global co-ordinator for the offering. 

Shares in Enaco, which has interests in food retailing 
and wholesaling, cash-and-carry and franchise operations, 
have been priced at between Ptai,350 and Pta1,550 each 
and a final price will be set on December 8 before trading 
begins on December 11 in Madrid and Valencia. 

At the Indicative range, the company comes to the mar- 
ket with a price-to-eamings ratio of 20 to 23, according to 
Carlos Perez Font, finance director, compared with an 
average p/e ratio of 24 on the Madrid bolsa. Vincent 
Boland 
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TELECOMMUNICATIONS 


Telenor buys Russian stake 


Telenor, Norway's state-owned telecommunications com- 
pany, fe to buy a 25 per cent.stake in V&npelCom, Rus- 
sia's largest mobile operator, far $160m in cash. The com- 
pany' reached an agreement with VimpeJCom, which 
controls the only digital cellular netowk in the Moscow 
area and ceflular licenses for 68 per cent of the Russian 
population, whereby Telenor wffl get a strategic ownership 
interest In the voting stock. The deal will enable Telenor to 
develop its GSM licenses, fibre optic network and Intern at 
services in .Russia. Valeria Sk5M, Oslo 
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Excavator plant closed 


Volvo, the Swedish automotive group that announced a 
wide-ranging restructuring this week, yesterday said it was 
closing its excavator manufacturing plant in southern Swe- 
den with the loss of 500 Jobs. Closure of the EsIOv factory 
follows Volvo’s acquisition of Samsung’s construction 
equipment division fn South Korea. The company said the 
Swedish plant had lost money for several years. The job 
losses win form part of some 5,300 redundancies expec- 
ted at Volvo. Tim Burt, Stockholm 
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CABLES 


Pirelli in fibre optic deal 


Pirelli, the Italian tyres and cables group, yesterday made 
a breakthrough irr the US optical fibre communications 
market after being chosen by Frontier Communications to 
Increase the capacity and speed of its optical network, In 
a deal estimated by analysts to be worth $l50m. The Ital- 
ian company has pioneered photonics technology and is 
establishing Itself as a market leader in a business expec- 
ted to grow rapidly as a result of the success of the inter- 
net and the liberalisation and deregulation of telecommuni- 
cations. PireUJ has been investing heavily in expanding Its 
cabfes, optical fibres and photonics businesses, which 
now generate annual saies'of more than $4.5bn. 

Paul Betts, MBan 
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IMQTECHMDLOGY SECTOR RECEIVES f URfflER BLOW AS C OMPANY ADMITS DELAYS WI TH TWO DRUG DEVELOPMENT PROGRAMMES 


Engineering m&a Two senior Cortecs directors to resign 
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Siebe’s pounce on Btr has 
renewed hopes of a hiAn^p WC engineering T 
spree among UK eoEineen. to «•»«■»- 't . 

But investors should look tFTSEWccs l ‘ H' 

more closely before getting 105 - — -— ~ 

excited. Many Siebe followers • 100 fcf 

are dismayed that an engt- \ ft- 

neer doing a feir job of focus- ~ 3BJ__ |-f I 

ing on higher value activities ' ■ | W/ I " ‘ 

should want to inherit a scat- W W — W - 

tered, problem-ridden group. as JV_ n . 

But most UK engineers are ■ • 

similarl y di versified - tinny so L I ^ 

of BO, PKI or even BBA. As -k 

their organic growth has , ■ V*' 

dried up, they have become 70 1 - •- -T ■ j C- 

more restless in their hunt ' Jai-- ' 1088 • Dec 

for deals, but perfect fits will * tonuMwo . ■ ■ ' - 

be bard to find. And the . ; - 

wn^ I H5 e J?o the more questionable the synergy benefits. 
BBA and TI Group are among those seeking “step change** 
acquisitions. Roberto Quarts cannot afford to ruin BBA’s 
re P atat ^° n by diversifying further, however. Mean- 
while, TTs Sir Christopher Le win ton could be Short of sensi- 
ble targets in the UK if Vickers’ bid for Ulstein 
succeeds, and the chance of finding bargains in the US look, 
slim. 

US buyers have not been put off ««>» bids by goodwill 
accounting, but some are toying with all-share p^wng a«,t« 
As Lucas Varity found out. however, some London investors 
are still nervous about taking American paper. The other 
problem with US pooling rules is that the buyer cannot 
make sig n i fi cant disposals within two years of the deal. 
Unless buyers can wield the axe on non-core businesses, 
their acquisition plans risk destroying both focus and 
value. 

Cortecs 

Oh no, not another biotechnology company that, got carried 
away with its own optimism, hi the wake of the British 
Biotech debacle, that is the kneejeric reaction, hi Cortecs’ 
case, there is also truth in the interpretation, but it is out of 
date. Once a biotech company Has reformed its founding 
messianic board, as Cortecs did earlier this-year, it is inevi- 
table that the work in progress will be found wanting. It is 
good news that the company now has a more heavyweight 
team and is inviting independent assessment of its projects. 
Also welcome was the lack of a kneejerk reaction among 
other biotech stocks. As the sector grows up - and Cortecs 
demonstrates the necessary pain of this process - the better 
run companies will become more immun e to others’ embar- 
rassment. 

Micro Focus 
blames fall on 
poor US sales 


buys Russuin s* «■** 


By Paul Taylor 

The first evidence that work 
solving the Year 2000 com- 
puter date problem may 
have passed its peak in the 
US has begun to emerge. 

Year 2000 work has helped 
boost the results of many 
specialist computer software 
and services companies and 
has been one reason for their 
strong share price perfor- 
mance over the- past few 
years. 

Micro Focus, the 
Anglo-American software 
development tools and ser- 
vices group, yesterday 
blamed weakness in North 
America, particularly in its 
Year 2000 business, for hold- 
ing back its quarterly 
results. 

At the same time the 
group, which acquired Inter- 
solv in September and issued 
a profit warning early last 
month, announced that Gary 
Greenfield was taking over 
as chief executive following 
the resignation of Martin 
Waters. 

Mr Waters, whose depar- 
ture was said to be “amica- 
ble’Vwill remain a non-exec- 
utive director. 

After taking a £ii.8m 
($19.5m) charge related to 
the acquisition, Micro Focus 
reported a £l0:9m pre-tax 
loss for the three months to 
October 31, against a £8-84ni 
profit. 


Losses of 10.8p a share 
compare with p r o fits of &5p. 

.. Excluding non-recurring' 
charges 'and the amortisa- 
tion of goodwill, pre-tax prof- * 
its.; actually -increased to 
£0JB2m (jagtai). .. 

At the operating levelr the 
group broke even .in the 
quarter compared with-;a 
£&3m profit a year Wher. 
-Excluding non-recurring 
charges apd the qjncrtisa - 1 
turn nf goddwifi, ^be figure ; 
edged 'higher -fcd’ £3-65m 
(£3.2lnQ. ; 

Revenues jumped^ to ] 
£40.lm (£25. 4m) reflecting ] 
the inclusion of the Inter- , 
soW business from Sfiptem- 
. ber24. •, 

‘ Micro Fbcus, which now 
derives. 60 per cent OT reve- 
nue from the Un issued a 
profit warning last mC^rth, 
noting that demand for prod- < 
nets to tackle the soUfen- 
nium bomb had fallen. ! 

Yesterday the group, 
which prorides software ser- 
vices to corporate customers, 
said its Year ‘2000 business 
had been affected “by in- 
creased competition and cus- 
tomers moving to the later 
stages ot their remediation ; 
processes, for. which [it] 
did not have the appropriate | 
products until November", j 

Mr Greenfield said the 
group’s European operation . 
remained very strong. ■. 

The shares fell 8Vip tO ; 
liTWp.: • "" ; • - 
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ByVfcgHfel togi 

Cortecs. the UK bio- 
technology company, yester- 
day admitted that two d* its 
three lead dreg development 
programmes were running 
behind earlier forecasts, and 
said its chief executive and 
chief operating officer had 
agreed to resign. 

.- .The news is a further Wow 
to the UK Motechnology sec- 
tor which was shaken this 
year by allegations that Brit- 
ish Biotech, .another quoted 


company,, misled investors 
by exaggerating the efficacy 
of drugs under development 
Shares ■ in Cortecs - 
already hit by a row over its 
former chairman's- pay pack- 
age. and -a looming funding 
shortfall - ” more than 
haired, falling I5p to HVbp. 
Last February, they stood at 

19&ttp. The company said, 
new regulations meant it 
mi g ht have to collect extra 
data -to "secure approval for 
Maoitonin, Its' osteoporosis 
treatment, in Europe. 


This would “delay signifi- 
cantly” any product registra- 
tion. perhaps until 2004. This 
was the earliest likely date 
for a US application, too. 

In addition, the treatment 
might have to be reformu- 
lated using a higher dosage, 
threatening its profitability. 

Cortecs also said it was 
having to conduct extra 
early stage trials for Pseu- 
dostat its cystic fibrosis and 
bronchitis treatment. 

“One feds misled on some 
of the programmes.” said 


Nidi Woolf, analyst, at Banc- 
Boston Robertson Stephens. 
“The level of optimism on 
the part of the former man- 
agement was overdone.” 

However, other analysts 
said they were relieved that 
Macruhn. oral insulin and a 
potential blockbuster, 

appeared to be on track. 

The problems emerged 
during an internal review 
led by Phil Gould, a framer 
Glaxo Wellcome executive, 
who joined Cortecs as 
research director in January. 


Mr Gould has now been 
appointed acting chief execu- 
tive foD owing the departure 
of Michael Flynn. Martin 
Preuveneeis. chief operating 
officer, is also leaving. 

Mr Flynn, formerly chief 
scientific officer, became act- 
ing chief executive In June 
after the resignation of Glen 
Travers, executive chairman. 
Mr Travers, who is claiming 
Elfim (Sian) in compensa- 
tion for loss of office, left fol- 
lowing unhappiness among 
investors at slow progress in 


striking distribution deals 
with pharmaceutical compa- 
nies for Macritonin. 

It has since emerged that 
his pay package included 
£34.500 for business class 
flights to Australia for his 
family and £42,400 for mem- 
bership of a chief executives’ 
forum. Mr Gould said be hud 
begun to present the find- 
ings of his review to Mr 
Flynn earlier in the year. 
Last month, he felt obliged 
to take the matter further 
and informed the board. 


Internet growth lifts LSE I Carlton hit by On Digital 


By Jean jEagleshsm 

The rapid growth in share' 
price internet services for 
priv a t e investors has lifted 
the London Stock Exch- 
ange's income, putting it in 

a “s t r on g flnanrial position" 
ahead of its planned alliance 
with the.German bourse. 

Despite an 8 per cent foil 
in income from trading fol- 
lowing a cut in trading fees, 
the exchange raised its total 
Income by 8.5 per cent to 
£7&2m 9125.7m) in the six 
months to September 30. 

Income from internet ser- 
vices, expected to grow far- 


ther as use of ihe net. 
expands, was a “very impor- 
tant component" of that 
overall revenue. - the 
exchange said. Listing foes 
were also buoyant, with a 
record number of listings 
during the first half: 121 
smaller companies joined 
the London markets raising 
a total of £L 2 bn. 

Income from listings had 
decreased In the last few 
months, however, because of 
market volatility, but trad- 
ing volumes were holding 
steady.' 

The £15ibn of profit trans- 
ferred to reserves, after tax 


and interest, was slightly 
down on the £ 18 . 3m for the 
same period last year. 

A priority was to continue 
preparations for the euro. 
“We may not be joining as a 
country, but' we are as an 
equity market, and we are 
ahead of the game," it said, 
citing the various euro-de- 
nominated products that can 
already be listed in London. 

The fact that other Euro- 
pean exchanges were inter 
ested in creating a single 
pan-European market would 
not sTow down the progress 
of the planned Anglo-Ger- 
man alliance, it said. 


By John Gspper 

Carlton Communications 
yesterday said pre-tax profits 
had dipped slightly because 
of the cost of launching the 
On Digital pay television 
service. 

Despite stronger than 
expected profits from its ITV 
licences, including Carlton 
in London and Central Trie- 
vision, the pre-tax result foil 
from £316.3m to £312.1m 
(5515m) In the year to Sep- 
tember 30 because of its 50 
per cent stake in On Digital. 

As well as investing 
£27£m in On Digital and the 


development of di gits! chan- 
nels such as Carlton Food 
Network, it was also affected 

by a sharp fall In operating 
profits in its products divi- 
sion from £52 .3m to m.8m. 

The drop was caused by 
weakness in demand for 
products such as Quantel 
post-production and editing 
equipment in Asia, and by 
confusion over likely stan- 
dards for high-definition TV 
in the US. 

Carlton’s figures were 
ahead of analysts’ expecta- 
tions. helped by growth in 
TV’ advertising and the start 
of a figbtback by ITV’ from 


falls in its share of viewing. 

Carlton, which last week 
announced the appointment 
of Steven Cain, marketing 
director of Asda. as chief 
executive, raised profits, 
excluding exceptional and 
digital television rests, from 
£326. 7m to £330.4 m. 

Analysts expect Carlton's 
investment in On Digital, 
launched in November, to 
rise to about £ 80 m in the 
current year. On Digital is 
providing subsidies to 
encourage sales of digital 
set-top boxes. 

Turnover rose from 
£1.75bn to £1.84bn. 
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Roaring rate notes 

due May 2000 

Notice Is hereby graert that 
tfte notes wtf bear Interest 

x 6.94063S per »wn from 
30 November 1998 m 26 
February 1999. Interest payable 
on 26 Ftbnary 1999 wS amount 
to £147136 per £10(1000 note. 


Ooobl Agency and Tru» Service, 
OdtankN A. London 

2 December 1998 



£15,000,000 Series 17 . 
Raxing me notes 
due May 2000 
Notice Is hereby given riot the 
notes wfl bear Interest 
at 694563% par annum from 30 
November 1998 to 26 February 
1 999. Interest payable on 26 
February 1999 wB amount » 
£147456 pr £100000 non. 


Global Agency and ThscScniloei, 
Citibank. NA. London 
2 December 1998 
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If you would like to advertise, or require any 
further information, please contact: 
Sherie Donovan 



Chemical 

Industry 

Thursday March 18 

For li:rU:cr information please coiiUkI: 
Catherine Varkcy in Edinburgh 
Tel: +44 131 220 1139 
Fj.t: -44 131 220 1S78 
email: eotliorinc.rr.arkoi": FT.com 


PUBLIC 

SPEAKING 

Training and 
speech writing 
by award winning 
speaker. 

First lesson free. 
Tel: (01 727 861133) : 


TENDER NOTICE 

UK GOVERNMENT EURO 
TREASURY BILLS 

For tender on 8 December 1998 

1. The Bank o( England announces the issue by Her Majesty's 
Treasury of euro 1,000 million nominal of UK Government Euro 
Treasury Bills, for tender, qa a bid-yield basis an Tuesday, 
8 December 1996. An additional euro 50 mNan nominal of Euro Bite 
wfl he allotted directly to the Bank of England for the account of the 
Exchange Equafisation Account. 

2. The BBs to be issued by tender wffl be dated 10 December 1898 
and will be in the following maturities: 

■uro 200 minion of Euro Bills for maturity on 14 January 1999. 
euro 500 ndillon of Euro Bills for maturity on 11 March 1999 and 
euro 300 minion of Euro Bills for maturity on 10 June 199a 

3. The lenders wPI be .open to anyone who wishes to apply. All 
tenders must be made on the printed application forms available on 
request from the Bank of England or. in the case of the market 
makers feted in the Euro BUI Information Memorandum, by telephone. 
Completed application forms must be lodged, by hand, at the Bank of 
England, Customer Settlement Services, Thraadneedle Street, 
London not later than 10.30 a.m., London time, on Tuesday, 
8 December 1998. Payment for Bills atatted wB be due on Thursday, 
10 December 1998. 

4. Each lender at each yfeld for each maturity must be made on a 
separate application torm lor a minimum of euro 500,000 nominal. 
Tenders above (his mfrxbman must be in mufltpteg of euro 100.000 
nominal. 

5. Tenders must be made on a yteW basis (calculated on me basis 
of the actual number ol days to maturity and a year of 360 days) 
rounded to two decimal places. Each appfication term must state the 
maturity date of the Bills tor which application is made, the yield bid 
and the amount tendered for. 

6. Notification will be despatched on the day of the tender to 
applicants whose tenders have been accepted in whole or in put 
For appficanta who have requested credit of Bills in global torm to 
thalr account with Eurodear or Cedel Bank, BBs wffl be credited in Ihe 
relevant systomB against payment. For applicants who have 
requested definitive Bills, Bids will be available for collection at 
Customer Settlement Services. Bank of England after 1.30 pjn. on 
Thursday, 10 December 1998 provided cleared funds have been 
credited to the Bank of England's ECU Treasury Bills Account 
No. 59005516 with Lloyds Bank PLC, Bank Relations, St George’s 
House. PO Box 767. 6-8 Eastcheap, London EC3M ILL. Definitive 
Euro B3ls win be avaBable in amounts of euro 10,000. euro 100 , 000 , 
euro 1,000,000 arte euro 10,000,000 nominal. 

7. Her Majesty’s Treasury reserves the right to reject any or part of 
any tender. 

8. The arra n gem en ts tor the tender are sat out in more detail in the 
information Memorandum on the UK Government Euro Treasury BM 
programme issued by the Bank of England on behalf of Her Majesty's 
Treasury on 7 July 1998. AD tenders wEB be eitoject to the provisions 
of the Wormetion Memorandum and to Ihe provisions of this notice. 

9. The euro 50 mflfion of Euro Bits to be afiotted dreetty to Hie Bank 
of England tor ihe account of the Exchange Equalisation Account wffl 
be for maturity on 10 June 1999. These Bills may be made avaitabte 
through safe and repurchase transactions to market makers in order 
to faeflitaia settlement. 

10. Copies of the Euro Bill Information Memorandum may be 
obtained from the Manager, External Debt, Foreign Exchange 
Division at the Bank of England (telephone number 0171 601 5982). 
UK Government Euro Treasury Bffls are issued under the Treasury 
BBs Act 1877, the National Loans Act 1968 and the Treasury Bite 
Regulations 1968 as amended. 

Bank of Enjfend 
1 December 1996 
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GRE accelerates plans to stay independent 



By Andrew Bdger 

Guardian Royal Exchange, 
the UK composite insurer 
that Is In fanes with several 
potential bidders, yesterday 
Insisted it also had a viable 
strategy for remaining Inde- 
pendent, 

John Robins, chief execu- 
tive, said he was accelerat- 
ing plans to focus operations 
and cat costs across the 
group, so shareholders 


would be able to Judge prop- 
erty the group's options. 

However, Mr Robins con- 
firmed in an interview his 
board would consider all 
options - including a com- 
plete or partial sale of GRE, 
which is likely to fetch £3bn- 
£4bn ($5bn-$7bn). He said: 
"This process must be com- 
pleted by the end of Janu- 
ary." 

Mr Robins pointed to sub- 
stantial savings achieved in 


its life Insurance business 
and in. PPP Healthcare, 
bought hist year for BfSSm. 
“We have got to get out of 
areas we are no good at and 
build shareholder value in 
the areas we can." 

GRE is particularly excited 
about the potential savings 
from using digital imaging' 
systems to transmit claim 
forms to the Indian state of 
Bangalore for processing and 
simple rfatma settlement- An 


nles use low-cost countries 
for ■aiwifiar types of back-of- 
fice processings GRE’s 7ft 
Bangalore employees earn 
an average - of £1,000 a -year, 
compared with £20,000 for 
employees doing, similar 
work in the UK 
But analysts remain scep- 
tical that Mr Robins wfll be 
able to pull enough out - of 
the hat to remain, indepen- 
dent Steven Bird of Merrill 


. Lynch sudr latf^'" 

critical mai& ' aM art going 
to remain under pressure In . 
key. areas suchr -as direct"" 
motor insurance." 1 . 

- GRE, long seen<as vulnera- 
ble to takeover, said last 
week it was in talks with, 
"several parties" over the ,, 
sale of all or parts of its bust- • 
ness. It Is. bring advised by 
Morgan Stanley Dean Witter! . 
the US investment bank. 

Axa, the French insurer,. 


approacbed,CRE about six 
‘weeks ego, but the UK com- 
posite felt it was not wiHing 
to pay enough, although no 
offer was formally tabled. 
Axa has .a coutraHJag stake 
In. Sun Life Provincial, the 
UK. life assurance company. 
Mr Robins declined to con- 
firm the approach by Axa, or 
any of the . otiisr potential 
bidders. .Bat he did say: 
“Anybody, who Is serious is 
already in the process.' 


New breed of managers take over barstool vacated by brewers 


Nomura and other investors see strength in profits as well as 
beer in running tenanted pubs, writes John Willman 


I t is too soon to call time on 
the traditional British 
brewing group which sells 
most of its beer through a 
chain of tied pubs. But last 
orders are certainly 

appm anFiing - 

Two Of the UK*s big four 
brewers have now parted 
with their tenanted pubs to 
focos on their beer brands 
and manag ed theme pubs. A 
third is running its twumtwH 
operation down. 

Meanwhile, powerful new 
pub operators are emerging, 
such as Unique which yes- 
terday launched Itself hum 
the portfolio of pubs owned 
by Nomura International, 


RESULTS 


the Japanese Investment 
bank. 

With almost 2.600 outlets 
across the country. Unique 
is the UK's biggest landlord 
in the tenanted pubs sector. 
Its estate is as large as that 
of Scottish & Newcastle, 
Britain’s largest brewer. 

It joins several other com- 
panies which have been buy- 
ing up tenanted pubs - long, 
regarded as the underper- 
forming tail of the industry. 
These are proving attractive 
to investment banks which 
hope to raise their profile 
with specialist management, 
often as a prelude to Dota- 
tion. The opportunity to cre- 


ate these companies comes 
from the refocusing oT foe 
large -brewers around the 
faster growi ng segments of 
the business: 

• the branded beers and 
lagers that account for a 
growing proportion of sales 
in the UK 

• the mgngg rvt pub ffliahiB 
created to attract particular 
segments of the market with 
brands aimed at groups such 
as women drinkers! young 
professionals and families 
with young children. 

In the past, owning a ten- 
anted pub provided an outlet 
for a brewer’s beer with a 
largely captive audience 


drawn from Its catchment 
area. In a more affluent 
country, drinkers are willing 
to travel for a night out to 

finrf the ambience they want 
rather than the standard 
bar. 

The rewards for success in 
creating attractive - often 
themed - pubs are .enor- 
mous. Turnover in around a 
third of Britain's lowest per- 
forming boozers Is less than 1 
£2,000 ($1300) a week, yet 
town centre managed houses 
can rake in. more than 
£20,000 a week. Gross mar- 
gins in the big managed 
pubs can be more than 85 
per cent - almost double the 
20 per cent in ttn» smallest. 

At the same time, brewers 
with successful brands no 
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longer need to own pubs to 
sell tl»ir beers in. Guinness,, 
the brewing arm of Diageo, 
has 5 per cent of the UK 
market without owning a 
single pub. And Anheuser 
Busch of the - US has won 
more than 2 per cent of the 
market -for Budweiser by 
slick marketing and good 
brand management. 

Tenanted pubs have mod- 
erately secure Income in the 
farm of rent .and the cut 
. owners can take on beer sup- 
plies where' there is a tie. 
But growth is , too slow to 
excite big brewers which see 
more rewarding opportuni- 
ties elsewhere. 

There has been a steady 
separation of .brewing from 
pub ownership, with Green- 
alls Group leaving the brew- 
ing business in 1991 to con- 
centrate on running pubs. 
Carls berg-Tetley , the fourth 
largest brewer, has no pubs 
and Scottish & Newcastle 
has made dear its commit- 
ment to focusing on man- 
aged pubs. : . 

Earlier this year. Bass, the 
country's second largest 
brewer, sold its 1,400 ten- 
anted pubs to Punch Tav- 
erns, a new venture financed 
by BT Private Equity: 
Appropriately, it was formed 
by two restaurant entrepre- 
neurs: Hugh Osmond; former 
executive director of Pizza 
Express, and Roger Myers 
who built up Pelican Group, 
owner of the Cafe Rouge 
chain, before selling it to 
Whitbread in 1996. - - 

The biggest collection of 
tenanted pubs, however, had 
been assembled by Nomura. 
Its Principal Finance Group, 
beaded, by Guy . .Hinds, had . 
scooped 'np liSOO bee houses' 


in the Phoenix group in 1995, 
adding the 44K$ pubs of the 
former Entrepreneur and 
Spring estates last year. 

This made the Japanese 
investment bank the UK's 
largest pub landlord by a 
fair margin, though Nomura 
has been quick ' to package 
up parts of the estate and 
sell them on where the price 
was right. Some 900 have 
been sold piecemeal to vari- 
ous small pub operators, 310 
to Scottish & Newcastle and 
845 of the Phoenix chain to 
Wellington, another com- 
pany formed by Mr Osmond 
and Mr Myers. 

That left Nomura's Grand 
Pub Company with 3,700 or 
so tenanted pubs. Unique 
has been able to “cherry- 
pick" the best of tbe collec- 
tion for its operation, with a 
view to flotation by 2001. 
Nomura is left with a rump 
of 1400 which it hopes even- 
tually to sort out and sen on. 

So what do the Investment 
banks which back these new 
operators see that the brew- 
ers could not? Precisely that 
steady stream of rental 
income which can service 
debt finance and perhaps be 
securitised at a later stage. 

Meanwhile, the managers 
hope that by being prepared 
to invest in a sector that has 
been neglected for much of 
the last decade, they will 
produce some growth - par- 
ticularly from landlords 
motivated enough . to put 
some of their own capital 
into the businesses. 

Last orders may be coming 
for the tenanted pubs owned 
by brewers. But there is 
plenty of drinking-up time 
yetfor those In the hands of 
'specialist managers? * 


CANADIAN PACIFIC RAILWAY COMPANY 
4 PER CENT DEBENTURE STOCK 
THE CALGARY AND EDMONTON 
RAILWAY COMPANY 
4 PER CENT DEBENTURE STOCK 

In preparation for the payment of the half-yearly 
Interest payable on January 1 next on the above 
stocks, the registers-' wilt- be closed from 
December 4, 1998 and will be re-opened on 
January 1, 1999. 

Office of the Assistant Secretary, 

Canadian Pacific Railway Company 

Office of the Secretary, 

The Cajgary and Edmonton Railway Company 

Calgary, Alberta 
November 24, 1998 


USD 100,000,000 
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Bourses slide on profit-taking 
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European markets took a 
hammering yesterday as 
womes about the prospects 
for economic growth com- 
bined with the weakness of 
Wall Street to encourage 
investors to take profits. 

The first day of the new 
trading month brought a 
rash of economic statistics in 
the form of purchasing man. 
agars' indices from five 
European countries - Den* 

mark. Germany, Italy. Swe- 
den. and the UK. They all 
indicated that their manu- 

FI5E Etaloc 100 . 

Mac 


factoring was in decline. 

Ian Harnett, director of' 
European strategy at BT 
Alex Brown, said: “The 
implication is that earnings 
numbers have further disap- 
pointments to come. We 
expect Emupean equities to 
enter a consolidation phase 
and remain vulnerable to 
profit disappointments.” 

David Bowers. European 
strategist at Merrill Lynch, 
said; “At the end of last 
week, the European 'markets 
were around 8 per cent over- 
valued.” 

A correction was thus 
highly Hkely. Technical fee- 
tors could also drag the mar- 
kets lower, he adriM . 

' Bond^aidLcmve 

Percent pBDBffltarl t998> 


"People are now squaring 
their books - ahead of the 
euro conversion period, 
when liquidity may dry up." 

The FTSE Eurolop 100 
index fell 1Q123 or SB per 
cent to 2^63.52 while the 
broader Eurtop 300 slipped 
43.63 to The FTSE 

Ebloc 100 index, which 
focuses on stocks in toe euro 
zone, dropped 3831 to 92JL63. 

The sell-off was more 
mar ked in the blue chips 
than in the midcaps, where 
losses were cantoned to L8 to 
2 per cart: 

Figures from FTSE Inter- 
national show that Eun> 
pean markets enjoyed a good 
November,' with the FTSE 


Eurotop 100 index rising 
- about 9 per ceiil 

The best performing sec* 
tors of last month were 
mainly financial, with life 
assurance, up 1&3 per cent, 
leading the way. Ericsson, 
the Swedish mobile phones 
group, was the best perform- 
ing individual stock with a 
jump of 384 per cent. 

The worst sector was the 
construction tndustry, off &5 
per cent, (ironically the sec- 
tor was ter and away yester- 
day's best performer). 
November's worst individual 
stock was Reckitt ACohnan, 
the household goods com- 
pany, which issued a profits 
warning. 
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Notice to the holders of the Notes' 

(the “Noteholders") 
of . 

■ • 

N.T.S. Steel Group Public Company Limited 

Bangkok, Thailand 

(the “Company") 

Swiss Francs 80,000,000.00 / US $ 53,404,539.40 
1 % Convertible Dual Currency Notes due 16 December 2003 

(Swiss Security Number. 147.759) 

(the “Notes") 

In accordance with Sections 1 1 and 1 7 of the Terms and Conditions of the Notes (the 
“Terms") Credit Suisse First Boston (“CSFB") convened a Noteholders' Meeting which 
was held on Monday, 23 November 1998 at Credit Suisse First Boston, Uetlibergstrasse 
231 , 8045 Zurich, Switzerland. This Meeting, however, did not constitute a quorum which 
would have been able to validly vote on the ordinary and/or extraordinary resolutions set 
out in the Agenda of this Noteholders 1 Meeting (the “Agenda'). Pursuant to Section 1 7 
(m) of the Terms, in case a Noteholders' Meeting is convened, but a sufficient quorum is 
not reached, the right to decide on the early repayment of the Notes, or any other meas- 
ures to protect the interests of the Noteholders reverts to the absolute discretion of 
CSFB. Based on this right, CSFB adapted Resolutions 1-3 contained in the Agenda sub- 
ject to the “Conditions' published on 12 October 1 998 in the “Neue ZOrcber Zeitung" and 
in the letter to toe Noteholders, both containing the Agenda of toe above mentioned 
Noteholders' Meeting. These Resolutions may be summarized as follows: 

Resolution 1: 

CSFB has decided not to declare an Event of Default pursuant to Section 9 of the Terms 
for any present or future event or condition until after December 31,1 998 or, in toe event 
the Thai banks party to toe Credit Facility Agreement, dated 20 April 1 990, with toe Com- 
pany (toe “Thai Syndicate Facility^ agree to extend the standstill period relating thereto to 
31 March 1 999 or thereafter ana toe Company delivers to CSFB a copy of the agreement 
that provides such extension, until 31 March 1999 (toe “Extension Period"), including, 
without limitation, toe failure of toe Company to pay interest on 1 6 December 1 997 and 
1 998 or any amount due upon the exercise of the Put-Option pursuant to Section 4 of 
the Terms, until after the Extension Period. 

Resolution 2: 

The Terms shall be modified to toe effect that any reference to a maturity date, with 
. respect to principal, interest, default interest, penalty, fees and/or expenses under the 
Terms, telling on 23 November or thereafter in the year 1998, shall be replaced by a ref- 
erence to “December 31 , 1998" (or “March 31 , 1999"; see Resolution 1 above), while 
toe other provisions of the Terms shall remain unchanged. This also applies to any pay- 
ments that may become due upon the exercise of the Put-Option pursuant to Section 4 
of toe Terms. 

Resolution 3: 

CSFB, acting on behalf of the Noteholders, has the right to agree to an extension of the 
Extension Period up to 30 June 1999 and, in implementation of any such extension, to 
modify the Terms to the effect that any reference to a maturity date with respect to prin- 
cipal, Interest, default interest, penalty, fees and/or expenses under the Terms, falling on 
any date prior to the end of such extended Extension Period, shall be replaced by a ref- 
erence to toe date on which such extended Extension Period ends. 

Printing and Delivery of the Notes . 

Based on toe authorisation conferred on CSFB in Article II of toe Note Purchase, Con- 

jreement dated December 3, 1993 and governing the 
of the. definitive Notes and these Notes have 



By order ' 

Credit Suisse First Boston 
November 24, 1998 
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INTERNATIONAL CAPITAL MARKETS 


Euronia 

joins 

indices 

battle 


D-Mark debut for Allied Domecq 


NEWS DIGEST ■ 




. ju Mrt 


JNnrtflNATiqNALBONpS 

By .Khozem Merchant 


By Clay Haris, 

Banking Correspondent 


Another gladiator is joining 

Europe's battle of the Indi- 
ces. From January 4 Euronia 
will challenge Sonia in the 
contest to become the bench- 
mark for the overnight euro 
market. The winner, if there 
is one, is likely- to become 
the basis for fixing euro 
overnight indexed swaps. 

Euronia - Euro overnight 
index average - was 
launched yesterday by the 
UK-based Wholesale Markets 
Brokers' Association. The 
rival Eonia is being pro- 
moted by some 60 banks, 
mostly from countries 
within the euro-zone. 

The competition parallels 
that between Euro Libor, 
promoted by the British 
Bankers Association, and 
Euribor. a money-market 
index advanced by euro-zone 
banks. There are also rival- 
ries between competing equi- 
ties and bond indices. 

Euronia will be the aver- 
age interest rate, weighted 
by volume, of all unsecured 
euro deposit rates arranged 
by brokers in London. 

It wiD be limited to trades 
in which both parties are ' 
money market institutions ; 
listed by the Financial Ser- 
vices Authority or their 
overseas branches. 

The WMBA intends to 
publish the rate by 6pm cen- 
tral European time each day. 
It hopes this will give it an. 
advantage over Eonia. which 
will be published the next' 
day. 

Michael Beales. WMBA 
chairman, said differences in 
the method of compiling the 
rates could lead to material 
differences between the two. 
He said the best guess was,, 
that -London could account- 
for 40 per cent of the ovdr^ 
night euro market 


Allied Domecq Finance 
Services, part of the UK 
spirits and retailing group, 
returned to the international 
debt market after an absence 
of five years, with a debut.' 

issue in D-Marks. 

The seven-year DM 500m 
offering, arranged by War- 
burg Dillon Read, was priced 
to yield 90 basis points over 
the relevant German bund 
and was unchanged in sec- 
ondary trading. 

This is broadly consistent 
with recent comparable 
issues, such as that by DSM. 
the Dutch state mines and 
chemicals company. GSM's 
bond, issued two weeks ago. 
was of similar volume and 
maturity and is now trading 
at 92 basis points over Ger- 
man bunds. Institutions 
from continental Europe 
bought the Allied offering. 

Over the past five years 
Allied has steadily been dis- 
posing of assets, such as its 
food interests in the UK, and 
reducing Its debt The choice 
of D-Marks parti; reflects 
the company's income and 
asset base, which has shifted 


away from sterling towards 
the Germany market over 
the past five years. ' 

In the past 12 months the 
company has repaid a £7Sm 
debenture and a £200m con- 
. vertible bond. It will also 
redeem a £i50ra bond that 
matures in February. 

Yesterday’s offer, the pro- 
ceeds of which will be used 
to refinance existing debt, is 
part of a *2bn global borrow- 
ing programme that will 
include one or two further 
issues in the next year. 

AC Fiorentma, the Italian 
soccer dub at the top of the 
country's premier Series A 
league, this week became 
the second domestic club to 
issue an asset-backed float- 
ing-rate note. The 12-year 
LS7.5bn bond was priced to 
yield 150 basis points over 
12-month lira Libor. 

The note is secured by a 
loan from Merrill Lynch, 
which will be repaid from 
revenues from season ticket 
sales and gate receipts. The 
club has an average home 
gate of 79 per cent at its 
47.000 capacity stadium. . 

AC Fiorentina follows 
Lazio, another Italian dub, 
and Real Madrid of Spain, in 
launching an asset-backed 


New international bond issues 
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deal. Merrill Lynch, which 
arranged the issue, said 
more dubs would follow as 
they recognised the value of 
underlying assets, such as 
cash-flow. Proceeds help 
dubs to buy players, an 
increasingly costly commod- 
ity since the European Com- 
mission made its landmark 
Bosman ruling giving play- 
ers freedom of movement 
Turkey added DM200m to 
the three-year DM600m bond 
issued last month. The origi- 
nal offering was priced to 
yield 608 basis points over 
German bunds and bad 


tightened to 575 bads points 
by yesterday. 

BP America made its first 
offering since its recent 

merger with Amoco. The 
five-year $300m deal, 
arranged by J.P. Morgan, 
was priced to yidd 50 bads 
points over US Treasuries 
and was trading at the re- 
offer price after launch. 

BP America, whose rating 
is currently under review 
with positive implications, is 
rated Aa2 by Moody’s Inves- 
tors Service and AA by 8&P. 

Some market dealers said 
the issue was priced at least 


five basis points too tightly. 
ami that it suffered cor- 
respondingly in the second- 
ary market 

Paiml erChxyater issued a 
four-year $200m bond, which 
was lead-managed by ABN 
AMRO. 

The issue was priced to 
yidd 73 basis points over the 
relevant US Treasury and 
tightened to 72 basis points 
before widening narrowly to 
73 baas points. 

The issue was the first by 
the merged DaimlerChrysl er 
group and was targeted at 
retail investors in Europe. 


Buoyant listing fees and strong sales - 

san/fees helped thft. London Stock . - 

income by 8.5 per cent to E7R2m fn the ax months to , 
September 30 but an B per cent drop 
following reductions in tracing toes IntroAjced ^October., 
loot year, saw the ampfuo after tax arid interest w to .:,... . 
£15.8m from £18.3m in same period last year. 

Gavin Casey, cWef executive, said toe exchange 
concentrate in the second half on the c fefafls o ( Bs ty ifi 
With the Deutsche BOree in Frankftirt tounata asrigJe^. 
European traeflng platform. The LSE spent near ly Elm 
Inq the year on prometing long-term share ownership tor . 
pirate investors In the UK, and sajdlt planned bother 
"share aware* promotions next autumn. Vincent Boland 


CLEARING 




French house to expand 


Economic data lift European prices 


Cteamet, a clearing house set up by the Paris Bourse for 
over-the-counter trading of French government debt, is to 
extend Its services to German federal bonds from January 
4 less than two months after its launch. 

The move, which follows a series of recant innovations 
In French financial markets,, aims to help establish Paris as 
the euro-zone's dominant financial centre after January's 
introduction of the single currency, kvthe long term, Clear*, 
net's objective is to handle OTC transactions on govern- 
ment bonds from afl euro-zone countries. — 

Cleamet offsets transactions agreed between primary 
dealers In French debt, which end up settling a reduced 
number of trades at the end of the day. Afl these trades 
are settled wflh only one counterparty - the clearing house, 
itsalf - minimising settlement risk. Samar Iskander, Paris .. 



GOVERNMENT BONDS 


By Arkady Ostrovsky in London 
and Join La bate in New York 


The markets rallied 
yesterday fuelled by fresh 
news of economic decelera- 
tion in Europe and a further 
slide in the US equity mar- 
ket. 

Purc hasing managers indi- 
ces across Europe suggested 
a sharp economic slowdown 
in the fourth quarter, while 
showing no price pressure in 
,,|.he manufacturing sector. 
German PMI fell to its low- 
est since it was Introduced 
in April 1996. 


The question economists 
are asking themselves is 
how long can bonds benefit 
from an economic slowdown 
before Investors start worry- 
ing about widening budget 
deficits and oversupply of 
government debt - illus- 
trated last week by Japan. 

Jeremy Hawkins of the 
Rank of America said inves- 
tors should not be misled by 
yesterday's PMI data 
because the data did not 
include services. “The dan- 
ger is that if you lower inter- 
est rates too quickly on the 
basis of slowing manufactur- 
ing. you give a boost to an 
already strong service sec- 


tor, which can translate into 
inflation, which would be 
bad news for the bonds." 

Most investors in Europe 
focused on the long end of 
the curve, while the short 
end remained constrained by 
little hope of an immediate 
German interest rate cut 
The December future con- 
tract on the 10-year German 
bond closed 0.06 higher at 
114-53. The March contract 
on the UK lO-year gilt rose 
by 0.11 to 117.32 
Mark Capleton of HSBS 
said European bond markets 
also benefited from a con- 
tinuing decline In Japanese 
government bond prices. 


Brady bonds have also 
slipped over the past week, 
with average spreads over 
US Treasuries widening 
from 950 to 1,050 basis 
points, according to the 
J.P. Morgan Emerging Mar- 
kets Bond index. Jose Luis 
Daza of J. P. Morgan said the 
drop reflected a price correc- 
tion after two months of cau- 
tious improvement in emerg- 
ing market paper. 

US Treasuries were below 
their early morning highs by 
midday as they continued to 
trade off changes in equity 
prices and investors reallo- 
cated holdings between the 
two markets. 


By midday the 30-year 
Treasury bond was & higher 
at I02g, sending the yield 
lower to 5.06B per cent Ten- 
year bonds rose £ to lOOfi, 
yielding 4.682 per cent and 
two-year notes & to 100&, 
yi elding 4.459 per cent 
The monthly index of eco- 
nomic activity by the 
National Association of Pur- 
chasing Management fell 
slightly to 46.8, an indicator 
of weakness generally in line 
with expectations. Analysts 
were quick to note that the 
NAPM reading was the sixth 
month in which the index 
was below 50. a sign of 
industrial contraction. 


DERIVATIVES 


F0A gives year 2000 guidance 


The Futures and Options Association, which represents 
users of London’s derivatives markets, has published 
guidelines setting out a uniform standard for compliance 
with year 2000 issues. 

The guidelines follow consultations with members of the ’ 
London Exchanges - which Include the London Interna- 
tional Financial Futures and Options Exchange, the Inter- 
national Petroleum Exchange, the London Metal Exchange, . 
and OMLX - a London-based market for Swedish flrtandal • 
products - and the London Clearing House, which acts as ; 
the clearing and settlement agent for the City's derivatives - . 
markets. * 

The FOA's move follows a test run rnvoMng 19 mem- 
bers of the FOA covering aH aspects of the derivatives ; 
industry in London. Vincent Boland • 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


Oat flmphif 


fed Dq d« Wed* UgnOt Iter 


ctejMdjBfef 


BOND FUTURES AND OPTIONS 

France ■ 


01*n 6750, 10L2B16. 408 *403 -0.14 *03 -DB> ■ MOmOMAL FRENCH BUB FUTUBES (MATT) HKOOCOO 

o8AR 8 no miwr' aw - -oa *6® -u» - 

— TT: — TiS*- Open Seaprice Cringe Wgh Uw .Bt,wL Opm M. 

074X) 5-875 UKLSIOQ ■ 3J9 . -<UA -8.13 -(LIB -IM ... „ n ... __ ___ • 

01/08 ' sJtoo HK,430d ’ ‘ 414 —Q.05 -Q.10 -028 -103 ® ec tlCUM Him 40.81 11158 11181 47252 71,888 


■ Ecn bond HmBB awn Enmwooo 

Open SMtiTfca (tenge Ktfi Law . Ed. wL Open M. 
Dec 10850 10860 +420 1 D 850 10850 20 248 


INTERNATIONAL BONDS 


US CORPORATE BONDS 


5750 111.7700 4.IB 


■ long real RORHSOKToniMs nurfir 


5000 1005100 
6-000 108.1400 


5000 1092900 
7000 1195800 


11 000 1005098 282 

8800. giaasgfe 4.12 

4808 “107.0180 333 

7750 1848100 388 

asm ' 

50DO 1100®^* -4iB 


-a 13 

-1.40 



CALLS — 

g ' ^ ^ 

+0.18 

+4127 




-0.14 


in 

208 


- r 601. .t 

-0.16 

-676 

109 

1.11 


604 

-027 

-100 

1W 

0J5 


629 

-623 

-143 

111 

0-06 


■ 698 


Hoy 30 
■ D 7 UIK 5 

pacBd 


Rad. S&P 
date Coops Rating 


Dari 'Mat SfM 
fld dv cte* . V 
jWd m m Gone 


4800 101 oon 880 

5500 -nii8i» IBS' 

4.750 1083900 383 

5825 'maDflO 487 


108.1000 141 

',Wjjb^ ,l 4.17 


-0.12 ,-081 
-088 -007 

-0.12 -024 

-012 -038 

-012 ' -039 

-008 -0.10 
-089 -021 

-0 10 -021 
-0.14 -035 

-010 -020 
-0.13 -024 


E*. XL UH. Oil M Rente Pubub qn U. Ctei 103 PW 118» 


Genoany . 

■ amowu. ffiWUI BUM RTTOHBpi^ 0*1250800 IOOObdI 100 % 


a rttANCMLS 

GECC 
Bnc One 
CNAfin 


.IKy^m... 3.43 

104 

IflB^OT 4.13 
lh.lftao •' 587 


-0-13 -028 

-OI2 -029 
-014 -034 

-013 -034 


+012 +085 

*015 *0.15 

+018 *029 

' *023 *043 



Open 

Sett price Change 

Hgh 

LON 

Est Ml 

Open M. 

Dec 

11400 

' 11403 +606 

11404 

114.40 

373.750 

4590 Z 7 

llv 

11680 

11611 *622 

11641 

11499 

75974 

96 B 06 

■ BUOD ROWES omote 6 fFQ DM 250000 PQtoU M 100 % 



SMhB 

Price 

Jan 

CALLS 

Feb 

Mar 

J® 

, toie — 
Hi 

Mr 

ns» 

670 

689 

122 

044 

673 

696 

11830 

645 

674 

697 

O 0 S 

on 

121 

11600 

627 

054 

679 . 

-101 

1-28 

100 


anusmuts 

WXTedi 

wa Hart 

Dayton hud 

■ AsaeoES- 
FHUdC 

SUM 

ROM 

TO 

■ RntTBO 
Slone Cant 
MSB 


OOWMOMI Pmten telte tete W, Otei • Rte 0 


07/02 

70 S 

AA- 

1060223 

528 

-609 

+602 

*677 

. non 

700 

A+ 

1034247 

£07 

=619 

- 0 *. 

-+206 

os/D 6 

600 

BBS 

1140724 

506 * 

-007 

-610 

+123 

05/07 

SJ 5 

AM 

1266909 

684 

-002 

*610 

+691 

08 AB 

725 

A 

1050478 

643 

- 0.14 

-606 

*692 

01/18 

80 S 

A- 

961 B 7 

742 

-009 

*615 

+205 

04/99 

625 

BBB+ 

1061035 

506 

-608 

*613 

♦103 

05/02 

675 

AA 

1050013 

406 

-609 

+001 

*645 

08/21 

9 J 0 

A- 

1*0681 

606 

-614 

-007 

+ 1.49 

04 AJ 7 

7.14 

KA 

1120729 

526 

-008 

-603 

+003 

03/00 

700 

WA 

1 O 304 B 3 

406 

-609 

+611 

+044 

02 ns 

805 

WA 

1463974 

547 

-609 

-631 

*640 

06/06 

695 

WA 

1230164 

520 

-600 

- 601 '. 

*647 

02/01 

688 

B 

102*00 

600 

' 



12/01 

613 

am 

1050000 

600 

- . 

- 

_ 

raw 

1075 

B~ 

860000 

000 

- 

_ 

_ 


Dec 1 

■ .raw OK 

EE . 

Speh 

(Hip Mont 

anted FM 

■ EURO FBI 
Mote 
Abbey Nat - 
On! Fonder 
30FFRK 

IBIDIM 


m 

dtee Coupon 


ttefe Utn ante 

m dap dye r 

jU i<d 8M COW 


02/07 5 J 50 
01 / 07 . 5 J 50 
oam 0375 
OOflB 3531 


AM 111.0000 
M 1102000 
A 1008000 
AA 1005289 


4.14 -005 -019 4018 

423 *001 -OIS 4027 
4-33 -002 -022 +481 
2. BO ' - -019 -03« 

...... ' • --J- i 


01/04 5500 
02/04 8800 

02m - 9.125 
12/01 3517 


AM 1075800 
M ' 1095900 
A 1225500 
AA- 995749 


179. -OOI . ,t418 -.4017:, 
356 ' -003 -019 4025 
4.13 -O01 -016 *052 
131-002 -015 -059~ 




■4106 -010 

-005 -017 


-008 -020 
-015 +011 


■ MOTBIKL 6 EBHAII BUM (BOBIj FUTURES ~[DT^ DMZ 54000 100 PM d 1 D 0 % 

Open Sett price Change High law EsL vd Open taL 
Dec 10855 10852 +551 10855 10888 119509 208,912 

Mar 1 DB 51 10858 +402 . 10070 10852 23233 52577 


w dotep StevM 8 rwi iMte IW* «OT4nnte 1 


Sontr lancteei MelFT Hcnvan 


+086 +017 

-083 -OZ3 


-088 

-ota -022 


-012 -0 17 

-012 -027 


-010 -057 

-018 -034 


-002 *025 

-085 -024 


-018 -021 
-018 -02B 

-020 -043 

-037 -045 

-021 *028 
-021 *02S 

-OIB .0.10 
-OIS -003 
-ft 10 -012 

-012 -027 


91 MOTOBW. LF9 SWAP FBTWB (UTp- 5yf 45% DM250, OOP pqfctfa al 100% 

• 0p» Sill price Dongs Htfi Low BL «al Open hL 

Dec 10057 10057 *059 10057 10057 75 1020 

He 10051 *089 - - 0 0 

■ KFT1QIMALraS«W»reroBBflJT^-.lOyr45%D«ffiOJO0poW»of10OH 

Open . Sett pita (tangs Mgh Low EcL val Open fflL 

Dec 10475 100.77 +0.17 10055 100.75 460 1509 

Ite - 10442 +417 0 0 

Mm Sum »W « Open M igi. an br pnteu ter 

Italy 

■ B0T1CTIM- IIALUM 60VT. BtWD (BIP1 RITBBES (Lff9* Uca 2Mai IQOtia nl 100% _ 

Open Sett price Change High low Est ml Open ml 

Dec 11256 11257 *0.16 112.78 11222 28445 4421E 

Mar 112.70 11258 *433 11257 11258 12990 13479 


US INTEREST RATES 

Latest Tresauy B9s and Bond Yields 

Che dqiCi Tanyas' 

rah 74* Tan raw® .. . Itaayar 

flratartaan tee BJi Tbraenorii 459 flwiuer 

FteUwds 4H Sh monte 453 lO^ear 

J " 5% Itayev 4.48 3tHner 


EB 

02/07 

7000 

AM 

1180000 

422 

-004. 

-620 

+009 

Atibarn* 

02/02 

6600 

M 

1060000 

3.75 

*601 

-618 

*614 

HUtOfeny 

(WOO 

hb?s 

A 

1070600 

301 

-602 

-618 

+632 

8BRW 

03/in 

4.743 

AM 

(060290 . 

329 

+C02 

-619 

-420 

■ EMUS 









m 

12/07 

7025 

AAA 

1167500 

524 

-608 

-645 

+002 

ItaxiwBh 

12/07 

7.730 

AA- 

1068873 

642 

-603 

-045 

+100 

BrBlsti 6® 

D3A» 

7.625 

A+ 

101.7448 

617 

-002 

-023 

*693 

Abbey Net RH 

02/02 

7.139 

M 

1061498 

400 

- 

-624 

*610 

■ BBH6S 









BB 

04/07 

7250 

AM 

1130920 

523 

-606 

+605 

*602 

ABN Amro 

08/07 

7.125 

AA- 

105.1354 

€02 

-005 

+615 

+1J1 

Quebec 

0M07 

7000 

A* 

1063074 

671 

-007 

+618 

+1.10 

CUterpFRH 

02/04 

5012 

A+ 

95.0236 

644 

-606 

*615 

+108 

IBMB 









Bayer L-Bk 

oow 

9000 

AM 

1262296 

528 

-612 

-008 

+618 

Torarao 

05/04 

6500 

■AA+ 

1152309 

522 

-612 

-606 

+612 

M Cana® 

mm 

10025 

A+ 

1061132 

618 

-610 

*625 

+006 

DsitocteBRM 

OME 

5075 

AA+ 

101 2893 

90S 

-0.14 

+610 

+632 

■ H9B TBf 









World Bank 

03/02 

5250 

AM 

1164573 

651 

*606 

+613 

-617 

Spam 

03/02 

6750 

AA 

1168972 

007 

*600 

+612 

-611 

(tad Fonder 

(WQ2 

4.750 

A 

1132085 

107 

*600 

+613 

+009 

BtoyFIM 

07/99 

0401 

M 

1060523 

028 

*609 

*626 

-601 


'll , 


Lntendmhg. 
Steiteid 3 Rxrt 1 


.IMkUteRMM 


tem tanten DMFTi 


UK BONDS 


FTSE Actuaries Government Securities 


1 up 10 5 yeanD7) 

2 5-10 yeera (12) 

S 10-15 yeas (7) 

4 S-15 yeen 09) 

5 Over 75 yexes (l) 

E hedeemaMaa (4] 

7 Al aoOs (44) 


lira Dnfa Acoued ted ad| Total 
Oec 1 cape % hffired yu Hetem 

.12056 412 153 .1416 118358 

18414 022 489 1125 181420 

184.70 053 -257 1043 143455 

17358 025 128 ’ 11.12 134888 

22478 433 052 1357 158155 

31471 443 151 1458 184422 

16454 053 152 1159 133555 


Duetion % 
Yarns YWd weight 

258 554 3254 

550 459 31.11 

479 455 13.44 

483 458 4455 

1158 454 22.14 

22J7 4 JO. 477 

855 458 10400 


UK Indices 


Tub Dafs 
teirip* 



Accrued Jda 4 Tew % 
interest fn Return mtfd 


1 Up to 5 yeen (2) 

2 Orar 5 yaers(9 

3 5-15 yearap) 

4 Over 15 y**e(4) 

5 Al teds (11} 


22477 aia 
24954 059 

23410 050 

26250 449 

24401 054 


459 652 117551 1487 

151 496 1351.46 . 8454 

155 554 126758 CC 

150 441 142857 4051 

1.43 433 132855 10050 


Dec 1 Bov 30 Yr age 


Dec 1 Huy 30 Yr ago 


■ IT ALUM GOVT. MM (BT7) FUTURES 0F1UB (UTQ UsSOOte 1000V Ol TOOK 


naosng. ■ Ifcwftifc ni+tn 
; meal mot atmteMm j*m eas 
a pen By naateUHai 


Some noaoiM daft *hh* +p+*m 
1 s*w to ear estate teMOdfeg m a iz5 atr 


10 YEAR BENCHMARK SPREADS 


SUM 

Price 

Jan 

CALLS 

Fefl 

Jen 

rera 

ft* 

1120 

663 

001 

025 

003 

11300 

006 

- a® 

048 

677 

11369 

6TB 

644 

aso 

108 

ESL M 

ua. CH 0 rm 0. (*»«»» mj"» open ml. Dm 

mason 



4.79 453 478 ■ 

458 459 454 S? 

450 4.64 448 {Sis™ I'm 

457 450 443 ™®" 15 7* 

Itete BV1MHC teh m. am ner. 1 fu ah te ter a tea. 


— tattaUonO* — 

^MytoM Dec 1 Ds yra Hw 30 Yfego 


Dec 1 Dra- yn Hw 30 fr ago 


4.70 4.72 854 

452 455 448 

4.70 4J2 65S 


209 

301 

301 

303 

202 

303 

204 

617 

- *ai • 



240 

1305 

243 

329 

220 

13.16 

222 

308 




648 

907 

201 

341 

200 

6B2 

223 

309 




205 

1605 

208 

324 

2.19 

1605 

222 

307 

r«v 


■ ■» .% 

243 

11.47 

246 

301 

220 

1109 

223 

308 


- 

***** 


Spread Spread 
ffd k vs 
YV.« Bunta T-Bonds 


Spread . Spread 


Bunds T -aerate 


NetiHriante 

EMERGING 


5W +112 
4.16 ,0.24 

424 *052 

452 +IM 
427 ,0 ns 

427' ■ *1)29 
450 ...008 
192" " '• •- 
4.19 +027 

4 23 *031 

1.15 -2.77 

454 +fli2 


+638 Hem ZOOM 551 

-0.50 Mrway 5.33 

-042 POrtwa 426 

*026 Spain 454 

-059 S+reden 451 

-0.45 SaAzertm 2.43 

-066 UK 455 

-0.74 ‘-’US ' •’ 4 .66 

-047 ECU 407 

-0 43 Sram aea ca w OXtfFT um 
-351 Lontea doonp ■ w* Am » 
-052 tenteted fete bare 


Spain 

■ WOTMML gWeSH BOM) nmjRES (MEFF) 


FT Rxed Mareat buScas 

086 ^ * w3 ° *» a »agp Hgy tnr feci Me. 31 meg fc+a 

Beat «K m TU27 11354 11328 1135S 11258 10057 11259 «L 31 ZTIZII lwm 


feci Mm 30 K»Z7 Bat 76 k* 25 ft igi nfr Imc 


152.05 132.3 151 J7 11522 

15152 (Brume, taa 5023 {U3/n Bate 


Open Sea price Change M91 Lon EaL wL Open HL 
Dee 11659 11544 ”+025 11G57 11653 33^M 54577 

Mar - 11556 *020 - . . - - . 


UK GILTS PRICES 


Mtei~tt M Price e +or- 


-Sa*. 
Bfe IW 


-fell- 

Mto K M 


MARKET BONDS 


■ UUMMKRCK , . . 

AhJBDBU 0927 9.750 B8 


05.27 10.125 B8- 

05/26 11.500 98 . 


CNna D 7 M 6 

PMBppina 10716 

Hotted 04/07 


■ AHHCfUMDDl£ EAST 

Lebemn 07/00 9-125 88- 

Seull Abtci 10/06 . .8075 88+ 

TUWJ 09/07 - . ,10000 B 

■ BfWDT BtMOS 

Aigertea 03/23 5250 99 

Brad 04/14 -5000 B8- 

Uadca 12719 0250 98 

Veneaxte 03/20 6 750 B* 


l a tetede i wisOtt 

SteaH i Peon tetete 




Day* 

Mil's 

Sfed 

Bd 

fed 

chge 

cbge 

vs 

prte 

ywd 

rid 

rid 

US 

Q90B5B 

1675. 

+6® 

. -617 

*603 

1034334 

636 

*008 

+007 

+100 

26.7500 

4100 

+175. 

■ -680 

+3709 

862500 

1L11 

+629 

-626 

+607 

•'32500 

1303 

+647 

-U36 

*6®. 

, 1*0000 -. 

HX87 

+OZ2 

-631 

+505 

10H34G7 

1 7.17 

+025- 

+638 

♦am' 

323457 

9® 

+650 

-120 

*476 

94 6913 

865 

+007 

-207 

+404 

re.l.’. m V 





102.4702 

. 743 

+690 

-612 

+209 

870309 

1671 

-609 

+612 

+6.15 

.920000 

1108 

+020 

-1.71 

♦677 

720750 

67S 

+614 

-040 

*479 

642500 

•1201 

*643 

-647 

*613 

763760 

672 

*613 

-623 

*484. 

810500 

1177 

*000 

■ +102 

*687 


■ IPTKHIAl. 9 YEAH MJ RITOBES QJFEE) E100JQQ lOOtila (9 100* 

OP* Seopriee (tangs Hpi Lea EsL mi 

Dee - 10659 +020 - - 0 

Her 10859 +0.16 - 0 

■ wnwaAL war nmBBtLwyEioojoo inane at ioo% 

Open SaBpfea Change Hltfi Lnr EeLvel 

Dec 117.17 117J1 *022 11751 11750 11BE 

MW. 11752 .117+42 +051 11750 11759 39902 

■ UWBHLTRnWBOriMB (LfFQglOOJCO lOOtis Cf 100% 

Strike — — mis. - — — pins - 

Cite Jta feb Mar ' Jan T+A 

11700 750 157 . U72 OK 055 

11730 0.73 I.Tt 158 0.81 1.19 


aMrfs ,, OJicstekRRfeHi| 

TraB 9^1968 ft 47 BA 

llaai Fig Ma 1969 -J. - - 

En*13+pel9S6U 1203 623 

Ire* 10^*1890 Ilia BOB 

Tie* tec 1999 650 SOS 

OwiOT+pc We ; SUM 884 


1003364 -0053 
WOW® -KOTO 
1015111 -0146 
1015913 -00® 
UBlOKI +0273 
104.1383 + 0273 


H283 10034 
10827 10002 
10631 10151 
1045B W19S 
1003 9638 
16646 10362 


Trere&ispeau f ut 

Corn 9pc 1000 855 

Ttml&axc >/57 

Ttere8pc2000 750 

True* Rat a»i__ - 

Tran lOpc 2001 on 


Coir 9*31X2001 * 663 

fete B\ps 2001 — .4 8JB 

7nas7pc2iai-. 601 

Exdiiapc I989-Z «1152 

CUB 1(4*2002 1 III 

Treat Tpc 310? 658 

AnrO'cpcSnB * 630 

Trees Hpc 2002 4«0 

m 9R2002 « 758 

Em Mpeaooa — £ a a 

TimBpeHiCO 758 

TrewlOpeZDSS 622 

inwMJitpcaBo-a.iiaw 


U tel kW. Ote 574 PH 406- Pranai drate-aoiD he, Otei 3309 PHM 3712 

US 

■ DS 1SEHSUBT BOO FUTURES (CBI) SIOOJUO 32nds of 100% 


flp« 

- Utat 

Oanje 


law 

123-28 

129-27 

_ 

130-07 

129-27 

129-20 

129-19 

- 

129-31 

129-18 

129-07 

129-04 

- 

129-07 

129-07 


550 1011748 
559 104JE2B 

£47 111m 

5261052514^ 

- 7005058 

630 1097312 
351 HOOKE 

631 11056(2 

600 1013611 

601 1005700 

457 1132525 . 
459106255U 

458 1144243 
600 118005 

458 1142225 

459 1 18647a 
4J8 T1 25284 
454 1215884 
6(7 1128083 


18X84 10151 
1IO(C 1025G 
1 7483 11058 
HB5B 10252 
10052 100.17 
11032 107.11 
110 42 10673 
11155 10758 
M6S8 10040 
HM54 IKUtl 
11838 11058 
107.14 10081 
21338 10676 
11852 111.19 
II 4* 10857 
11633 11678 
1135S 10370 
122J4 11654. 
11671 11614 


Caw 9*apc 2005 

Bte 10 >nie 2 aa * 

Iran 12i»c Z003-5 _ 
Tnre8 l zBC2005-_ 

Cm BfeKiaoB « 

Treat Tljpc 2006 

Taa Tlipc 2006 

Treat Spc 2002-8 

ThMilfpe 200-7^ 

ifea ahot am. 

Treat 7Vpc 2QD7 

Tm*131&c 2004-8^ 

Tm OpaSBOB 

7HBS IK 2000- 

iRvsvpc20oe 

Tran fp+pc 2010 

Bm Spell 2011 

Tn 9 k 291 2 - 

TraoeS^pc 2006-12 _ 

Treat fee 2013 

Hbh Tips 2012-15 _ 


MeeB ier- 


7JB 451 1 13.4847. +.2212 

752 479 132.6397 +3442 
US 471 133.6612 +32fl 
685 4731225B99M *5337 

753 471 13283® +0060 
634 473116322M +24B 
850 476 1162400 + 2+35 
755 449 1103471 +.1375 
951 458 12(0323 *,1456 
*72 474 12640® +5010 
058 40211&241W +5OT 
0.® 4® 1405427 -0751 
0J1 454 134 1033 *3936 
92< 456 1260673 +5310 
£10 4511 1071 SSte +4799 
I® 453 1147140 .+5849 
8« 450 1407240 +5790 
859 450 1430619 .+.4158. 
5J* 455 1063297 +32® 
502 400 1360971 +3842 
559 473 1263878 +4074 


„ 52 -eeli- 
Ifeb few 


11611 totet Utete m - v 

12683 i 059 1)0 1973878 -53® 13709 187.2* 

127JB PateW (78fl 2J9 6 ® 20500® +14® 20551 19645 

11151 2We’IB — -4768) 619 644 2085658 +2143 20607 WWS 

16153 *W W — —(1369 61! 652 132JQB3 +1572 13671 12347' 

10612 QK1I6 -MS® 614 629 22627® +4SK 22827 20423 

10742 2JzPCW (785) 618 250 20SL3104 +5474 20951 H671 

10 UI jj ife'll (745) 622 251 2215791 *7257 2713a . 1 M.il 

,,U1 ^ 124 ** W4S® +5(85 18645 1BUS 

11332 2fc)CT6 PI fl 621 £29 2H23B3 +56® 20424 17*53 ' 

10552 2 | jk'20 mn 621 627 206«22 + 5 ®g 2024 a iseU 

15546 -IB 7] 617 622 1745323 *57® 1745S 141.B 

11931 411®® (I36i) 6J3 61$ 1765300 +553 5 (7230 13990 


’£2 IS y^^^^ towlaersifetetBtWIhlBhBAiite 

,”2 lSrS7 - * te, ' M * S lhM T60018M miter OOOH 
11400 18BS - 164A 

11142 


fere Sfere Ten 

Trees 8K 2715 833. 4011367153® +4238 

Ttee«Oic2B17 677 451 151534 +41® 

ate 12peZ!1 3-17—* 674 407 1761349 +15l« 

Irate IpC 2021 550 45214U26U +09 

Trite fee 2628 4,72 457127.1247a +.5027 


■ 4P71QK44iaKTmMJWW*BCS0(T.8»Xfe WnaEtfraYlOOm 10Q0M0(Ta)% 
open Ooae Qaaga Hgh Low EeLwi Open tot 
D« 136,19 13620 * - 13627 13610 4377 n/a 

Mar 13S24 13524 - US53 13615 2545 r® 

• in IM ten neee an vt «« qw Hna I® at fe tefete te- 


hkniwiw 

ltetSitfesgo3_ 


hret S'jjeSW 601 USID613S0tf +J0B 10855 180® £?***; “ 8204E2 +.19 « 

i**i!iapea»M_iQ.r7 556 11353® +o®2 im«i nom - 75131a *2sa 

T(»a l»JC 7004 -£ 604 482 1344444 +JS14 12521 11673 «■ 9® - 06ISB1 + Jfe« 

S“ 40 ,aJW *- 18 « ®-SS 1»627 OwteZiaK 408 - - hot Iktu 

Tiretelacaw. 610 487 -11071® +19® 111.W 10657 Trm2lteL_ iS - SSI 

• Tfe' gut Al IK Ms n itefee le lOHarieHii n aadbetB. E +— +— ^ b . . — , 

otarited tv WBC feMKB hn B>* a £*!«« HaSSSEt * u “ dmL *** ■‘Hten M Urn 


Other Hxfid Interest 

14154 11551 
1S114 12441 

176® TS30T **» iwr 

'5023 116® ” ” 

12951 0958 * s ** lDB *l>W*pe2a09„ 754 503 
B ' a "I' , aSe801i M .. 797 ft® 

LfedeiSapeaxa 9® . 

B2B UmpW3»gicinit_. S53 - 

77.19 am iceapra/ut 600 - 

a SKS3r-“s 

12 b%ss; :a 




Piter +«- 


.9M-' 

H|h IM 


11711 12011 
mi* isfli 


148*4 

92 88 


m tJ* 

189% « M 



h Knot a. e>® « a ^ waMtea «te4te. - 


r#\ i* ^ 





29 


> \\ 


% 


fees 

surplus 


-,. 

1-. 1 .', ‘ 

l.V ,- £., 

*.*i *.««.-. s ■ 

**fWuc afts. 
litHH IHc . 4 ;| _ 

HHTVVl H.ir 

ittHMi-ij. 

Iff* L' K 

NMK^i*. 'am: 


iu * e **> expand 


BlKUJwr - 
MMwy .-i 

! » C*W'‘ui-. 
until* J'.lf: 
% M .. • 

efojtlfll” I:...,. 

6 V*iV - 

fcwr&a.:.. . 
*bM.*1w. 

Pi-..! , 

r > 


l5J tan*. 


!f»ar 2000 guidjf 


mn*v 

»V A .,. - 

to* 

sikftB. 

t -. **•»./■ . 

»**to *• .- 

WftVM'* -- 


r **-■*- .-. 

Owadv •■ *, 

4' VlteC *Mf tl. 


•ows 


•>_*> .• . 




JM > 



Areas* 


•.wsgk:» 

p *»*-'"• • 


4gf.;? 



.J 






financial times 


WEDNESDAY DECEMBER 2 1998 ★ 


CURRENCIES & MONEY 


#1 
91 1st 


Sterling and 



put in the stocks 


REPORT 
By Alan Boattie^ 




Sterhng weafcene^ agaia5t 
the D-Mark yesterday as 
sharp drops in UK equity 
prices spilled over into the 
currency markets. 

A hefty correction in the 
Dow on Monday helped to 
drag stock market prices 
lower in the UK. 

The pound took its cue 
from this to fall against 
European currencies, the 
move in turn rebounding on 
the dollar and pulling it 
lower against the D-Mark. 

At one point sterling had 
lost two pfennigs against the 
D-Mark and fell to the 
DM2.77 level. 

But towards the end of 
trading it recovered slightly, 
it closed down against the 
D-Mark at DM2.773 at the 
end of trading in London, 
around half a per cent lower 
than its close of DM2.791 on 
Monday. 

The dollar also took back 


some of its losses in late 
London trading to . close at 
DM1.678, down from DM 
1-©1 on. Monday. But' the 
dollar's fall also took it 
lower against the yen, dos- 
ing down at Y12L9, ana yen 
lower than Monday’s dose of 
Y122L9. 

■ "The currency markets 

across the board were 
playing chase the equity 
price today,” said Jim 
O’Neill, pfrlgf currency econ- 
omist at Goldman Sachs in 
London. . . ... 

Mr O’Neill added that with 
the focus in recent days 
shifting to prospects for the 
eo ro, market participants 
could have begun to perceive 
European currencies as a rel- 
atively good bet. 

"Traders might well see 
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the DMarkss a safe haven at 
a time of ' equity 1 market 
weakness," he' said. 

. Several rumours have 
Coated around the market in 
the past few days, about 
large seUoBS of starting as 
part of unwinding of ecu 
arbitrage trades. 

The well-known, diver- 
gence between' the theoreti- 
cal and market values of the 
ecu, at one point as large as 
100 basis points,' 1ms shrunk 
to less than. 50 baas points 
in recent weeks. Since ster- 
ling is 1Z5 per cent of the 
ecu, any attempt to liquidate 
these positions could see 
large sales of storting. 

On Monday there was a 
rumour that the Banque de 
France were further trying 
to squeeze the gap between 
market and theoretical by 
selling ecus far D-Marks. 

But Mr O’Neill thought 
that t>Hc was no more than a 
good story. “Everyone con- 
jectures a story about ecu 
arbitrage, but 1 think it is 
somewhat fanciful," he said. 
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■ The -Australian dollar 
bounced around -yesterday as 
the divergent forces of a still 
strong, economy but weak 
commodity prices played a 
tug of war with the cur- 
rency. 

After turbulence in late 
European trading the Aussie 
closed at $0,630, little 
changed from its close on 
Monday and up from the lev- 
els of $0326 that it dipped to 


in Monday’s US trading. 

"The Aussie dollar has 
managed to break the link 
with commodities over the 
past couple of months," said 
Tim Harris, market strate- 
gist at National Australia 

Rank in T^urtnri 

Mr Harris said that two 
factors had propped up the 
Aussie during that time. 
"First, hedge funds who had 
margin calls elsewhere 
closed out short positions in 
the Aussie. Second, there 
have been persistent 

rumours of overseas players 
building up a war chest in 
the currency for a takeover.” 

The Australian govern- 
ment’s “four pillars" policy 
of preventing domestic merg- 

■ OTHER CURRENCIES 
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ers - between any of the four 
large hanks in the country 
has paradoxically increased 
talk of a hid from abroad. 

"But this weekend fPeterJ 
Costello, the Treasurer, said 
it was in Australia’s interest 
to run its own banks." said 
Mr Harris. 

■ The Canadian dollar held 
np well yesterday after Mon- 
day’s elections in Quebec 
returned the separatist Parti 
Quebecois (PQ) to power in 
the province. 

The secession threat has 
been seen as a drag on the 
“loonie" in the run up to the 
election. But although the 
PQ retained a majority in 
the Quebec assembly, they 
actually polled fewer votes 
than the pro-union Liberal 
Party. This suggests a refer- 
endum victory for the seces- 
sionists is unlikely. 

At the close of London 
trading yesterday thg Cana- 
dian dollar was at C$1 .5328, 
down from CSLS295 on Mon- 
day. 
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Sovereign Investment 
LiNced Securities S A 

( ln corpor n ted wilh Umted Uabtoty in 
Upggnbourg) Series B 


PTE 4,750,000,000 
PtoBdng Rats Secured Notes 
Due 1999 

NadDB is hereby gtven 1M the 
Rata of Interest lor the Intaiwt 
period December 2, 19BB to row 
1, 1999 has baan fixed at - 
35375% and that Die interact 
ppysbie on the relevant buerast 
Payment Date 4u» 1, 1969 
against Coupon No. 7 wfl be 
PTC 190^98 In respect of 
PTC10.000.000 nominal of the 
Notes. 


GtaM Agency and That Serviaas, 
CUbenk, KA. London 
Doambtr 2,1908 
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£25,000,000 

Floating Rale Notes 
due May 2000 

For the period 30 November 
1998 to® February 19» the 
note* tom beer Interest at 
098063% per annum, taterest 
payable an the relevant tatemi 
p^ment date 26 ftbruaiy 1999 
will amount to SS 58350 per 
5100.000 note. 


Global Agency and Tnst Sendee*, 
embank, NA. London 
2 December 199S 
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We wish io odvbe you dm the 
above sock will cany an totawa 
ale at 6.6250 per cent per annum 
far the period 0! December 1 998 to 
01 March 1999. 
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Banca Monta del Pascftl dl Siena S-pJL 

Sentt homobBarl Bencho SIB. &pi A. haa been entruatei] wMi the task of pranMfeig the nte of Ihe tow alar 
hotel eomptoc, cited Hortei rntoie A r ir.a toiai edki Stone. PtogaLn Un« 1-3. InclutinflmroTumtohlna ito id 
fUnoi ro is and In ite praaeni legal state! Located ki • pntotltfcus poaMon, ntef fl» C0y certi* nnd only 
accesslbie, Ihe buBcflng comprises 6 Boon and 3 btogement lloon tehl2B rooms, eleepbio 222. Rcouem an 
area of appnuknaMy 8,000 ec|m. end we> touly nmwed as Dm beginning of Hie 001k. The oomptac afters 
cwterenoe sendees uBh uarioutmaed meeting room*. msteurenC, bar and mMaUa aqu^vnen 
Tbs tajstnesa to prmenlly ratekwd by a Ann epereteg In hotel menaoement. to tewm tea rttfl « pre-emption 
has been reoogntoad, apart tram me ofalgaten of wTOng the prwntaaa wthln a apadlad period of rime h dw 
euant of teenonroereiie of into right. In aoootdanoe.tefi>>e prior agBae men teestehtefiedadtfithe Owner. 
The buyer wfl haw to handto Nw con ti B — W drecay wlh tee enrert imnaoanwM. undanaldng, 
funhe m iore. to mtenteln tee curare o n stony nert lewte of tea hotel company 

Thoae interested h buying tee property should submB ft*y secured pur chas e oflare by 12.00 pm on 18th 
December 19Wtyre0»oUiiite ro iia M nreceBM>art taro MtertngaddteeaiSonriaim n iobltortBincliB 
SlLR S 41A, Via Vbrten 13, 201 28 Ufen -Ba)y. 

Proced u re te be teto a red lor tee totem lete oto olollw; 


to tea oBar must be prepared aocoRteg to the torm nateMa to tea Mian ofltoe nr Sarete MmoMtert Bsncha 
SJLBl S 4LA. (located hi Via Vtozlenk, 13} wlMte tos ckxuRMrdsdon rtoathig to tm properly, hdudtag the tsod 
oflha agnaetnenteiidhro present te n ant, laauateHe; . 

to tee purehaee price, net of tame, lor the nmole property on asia item ba.steted Aid the payment drew end 
methods, as wefl as the otart Earni of vtokflty (at toast 80 days), must be spacteed ; 
to cffata must oortedn the dechredon teat tea Ofltoor to autanUns ro flier eolely In Me wn name and not on 
bahafl of any other pereonAxanpuiy to be dtoctosad tear ; furawnmaw, tee Offwor must endose a bar* 
dedaretton tefl an ferawwafato tlma deport has been made up to tea sapeasd expby date of tee ottar ki 
tmxr of Bunea Monte <W RsscW dl Stone &j*A. ter an aanount no Isas teen ID* A ro price ottered. Thto 
detitoflfan must ha prepared aoooidtafl la tea farm av ete bts atSarvM InuwohBtore Banche S±a S.p.8. ; 

♦ ttwOrierorni urt s to p su lh ort as. to aceordsncewSh the Dsien Privacy Law BTatoe.-ine pro ossa to g o*penion«l 

date by Sanrizl Immob Ba iw Sancha S.LB. SjxA and Bat ix an raun fc Mlcn fl such dale to tee Owner. 

The otters so received ehal be e v aluteB d by Benca Monk del PaaoN d Siena S41A. Where an oiler is 
axaptod. tee flatewnt CNtamr ■« be noriSad by mgMemd mal to tee preaemv of a minftar of oflara, the 
Orew reaerees tea rlgM to invte ONarara (by ragfainred mal atateg thereby how to rataa bids) to attend a 
maaUng (fae date of whtcb ahal be teereln hdcated) nriwre higher othra can be made wrihin ro Damewoih 
of ccmpiBltfwe bidcring. The property can be Mated ly appointment, euoh appotetmanr to be ocnflnnsd by tax 
to ro kfilsn ofBca d ServU tmmobBare Bench® SJ.a S41A tor tee Mention fllhe Salsa Managac 

Thto praeent nflios to not an ofler to the pubic endsr Ardcto T33B of tho Safari CM Cods. Therefore, tee 
receipt of any oOars aa wel as tea eubaeqient oompeHttM biddbig pmoeei V any. taiply no obBgadon to eofl 
Ihe property to ro Odamre. Mto. no bmterege endAsr adviaory lee to due to anyone. Inducing to the avert: 
that any offiar is accepted. The Sedan melon of this node* shai prevaf owr any ofter teat puMehed in any 
foreign tangnaga In any non-ttaflen newspaper. (This nodoe and the dtapoeUon praoadura she! be governed 
by Man law.} 


FiMV documentation about tha 

property la availabJa also on the 
Internet: 

http'JTwww j lb-spa.com 
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l 

I 


Credit Local de France 

USD 1504KHM)00 

CoBared Boating Rate Notes due 2002 

] n accordance with the Terms and Condrions Ot tBe Notes, . 
• notices hereby given that for titelniaresi Period from De- 
cemberZ 199810 June 2, 1999 the Noes will carry an inter- 
est Rate of 5% per annum. 

The Coupon Amount payable on trie retevam Interest Pay- 
ment Date, June 2. 1999 vviB be USD 2528 per USD 1,000 
principal amount of Note, USD 252.78 per 

USD 10,000 principal amovnt , 

of Note and US} 2,527.78 ^AP**®** 

per USD 100,000 principal £ "Via XriMiitiMufc 
amoura of Note. W i.S„ J..3 Luxaenbaurtt 


The Mortgage Bank and Financial 
Administration Agency of the 
Kingdom ofDenmark 

(Kongerigei Danmtaks Hypoukbanlt ogRrum^orvo/ming) 

$100,000,000 

Gaazanteed Fbatiog Rsie Notes due 2005 

unconditionally and irrcvocaUy guaranteed by 

The Kingdom of Denmark 

For the six month Interest Period 1st December, 1998 tola Juno, 
1999 die Notes will cany a Raze of Interest of 5 per cent, 
per annum, with Coupon Amounts of U.S. 512639 and U.S. 
§2327.76 per U-S- 55 JX30 and U.S. 5 1 OOJBQ Notes respectively. 
TTierelei'antlntcreit payment Date will be 1st June. 1999. 


Bankers Trust 

Company, London 


Agent Bank 
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Oil prices slip on PetroFina takeover news 


^^RBPORT 
By Paul Sotanan 


World crude prices slipped 
again as the oil Industry 
digested the Implications of 
Total's bid for PetroFina. 

The benchmark crude con- 
tract fell to $10.06 a barrel on 
London’s International 
petroleum Exchange at one 


stage, less than half its level 
just a year ago. 

"Disappointment over last 
week’s Opec decision and 
the lack of cold weather in 
the US continue to be the 
f undamentals driving the 

market," one analyst said. 

Yesterday’s announcement 
that Iraq would resume oil 
exports under the United 
Nations “oil for food" 


scheme as soon as Wednes- 
day also hit prices, he said. 
The market had hoped for a 
longer delay. 

In late trading, January 
Brent blend on the IFE was 
$10.30 against Monday's 
close of $10.46. 

Asarco, the US mining 

group, announced late on 
Monday it would suspend 
operations at Its El Paso cop- 


per smelter for three years 
from February 1999. 

The company said, this 
would result in substantial 
savings and the copper con- 
centrates usually processed 
at El Paso would be sold to 
other producers. 

“During the suspension, El 

Paso will be maintained so 
that it may be returned to 
full operations when the con- 


centrate market returns to a 
more normal balance in 
future." Asarco said. 

Analysts said Asarco’s 
announcement, was likely to 
- have Stile impact on' copper 
prices. 

"The move reflects the 
current state of the market 
US producers are dose to 
break-even or even losing 
money because of the low 


Gold prospects now open 
for business in Tanzania 


Optimism is growing that country, offers fantastic prizes arid the 
government will involve foreign investors, writes Mark Turner 


N ext year could be great 
far mining and explora- 
tion in Tanzania. 
Despite some discouraging 
news that South African Jd 
was pulling out, the end- 
November launch of Golden 
Pride. Tanzania's first large- 
scale gold mine , at last con- 
firmed what the optimists 
had been saying for years. 

After decades of false 
starts, obstructive govern- 
ments and price uncertainty, 
Tanzania's vast gold poten- 
tial stands its best-ever 
chance of being realised. 

In a continent where 
South Africa' and Ghana 
have dominated exploration, 
optimism has been growing 
for the past three years that 
east Africa's sleeping giant 
offers some fantastic prizes, 
and that - more importantly 
- the government will 
involve foreign Investors. 

Metals Economics Group, 
a Canadian consultancy, 
says Tanzania has attracted 
more exploration expendi- 
ture this year than an y other 
African country, including 
South Africa, with spending 
in non-ferrous minerals 
reaching $57.7m, some ’l3.3 
per cent of the African total. 
That compares with 559.3m 
last year - only 9.8 per emit 
of the total 5606.6m - behind 
South Africa and Ghana. 

Over the next five years, 
gold production is Expected 


to triple from five to 15 
tonnes a year, and maybe 
more, recently inspiring the 
resource information unit in 
Perth, Australia, to describe 
Tanzania as having more 
gold potential than any 
other country north of the 
Limpopo river. 

This interest is not a new 
phenomenon. Since the 1900s 
geologists have highlighted 
Tanzania's attractive geol- 
ogy, -with the rich green- 
stone belts around Lake Vic- 
toria bearing a remarkable 
resemblance to the eastern 
goldfields of Western Austra- 
lia and Canada. 

What has changed is a 
recent turnrotmd by a gov- 
ernment previously charac- 
terised by socialist self-reli- 
ance and a distrust of 
foreign interference. A new 
investment code exempts 
foreigners from import duty 
on equipment and sales tax. 
and crucially allows the 
repatriation of profits. 

Continual battles over 
VAT. which increases dril- 
ling and analysis costs by 20 
per cent, have led to a strong 
war of words between gov- 
ernment and the industry, 
but few doubt that - in prin- 
ciple at least - Tanzania is 
now open for business. 

Golden Pride, a joint ven- 
ture between Resolute 
Resources and Samax Gold, 
produced its first gold ingot 


at the end of November, and 
Is expected to produce 
150,000 ounces a year at $210 
an ounce: for enough below 
world prices of 5300 to be 
very viable. Optimism over 
the project and other Samax 
holdings recently prompted 
Ghana's Ashanti Goldfields 
to buy the Canadian com- 
pany outright. 

Sam Jonah, Ashanti chief 
executive, said this year that 
subsequent consolidation 
would open the way to one 
of the biggest gold mines on 
the continent with an out- 
put of about 400,000 troy 
ounces a year at a cost of . 
SlflO an ounce. 





The area around Lain Victoria doeely resembles goUflehis nAustraffa and Canada Panes Pictures 


O ther companies, still 
concerned about gold 
prices, are playing a 
game of wait-and-see, and it 
will not be clear until 1999 
whether this year’s activity 
will be replicated. Neverthe- 
less, few doubt the potential 
is there - it appears more a 
matter of when, rather than 
whether, T anzani a's miner- 
als win be exploited. 

Sutton Resources' Bulyan- 
hulu project is well 
advanced and contains an 
estimated 7.2m ounces of 
gold, while Tanganyika Gold 
boasts a prospect with 
resources of more than 
750,000 ounces. Anglo Ameri- 
can's Buzwagi is estimated 
to contain im ounces. Its 


Ny amulilima Hill reserves 
could exceed 2m ounces. 

"This prospect looks des- 
tined to come on stream in 
the next five years," said 
Julian Ogilvie Thompson, 
chairman, in June. Recent 
speculation that 
Anglo- Amer ican was losing 
interest has been quashed, 
while word has spread that 
Australian miner Delta is 
looking for new investments. 

Samuel Lwakatare, chair- 
man of the Tanzania Cham- 
ber of Mines, is optimistic. 
“We are headed for a turning 
point where previously the 
mining sector was domi- 
nated by exploration.” he 
said, adding that the country 
could produce 26 tonnes a 
year by 2001 - 10 per cent of 
gross domestic product 

That would be a profound 
tumround from the current 


. situation, where Tanza n ia n 
gold • mining jg dominated by 
thousands of artisanal dig- 
gers, who produce only 
seven tonnes a year and 
account for just 2 per cent of 
the country's GDP. 

Dar es Salaam also hopes 
to boost this sector with 
Meremeta, a recent joint 
venture Involving the Tanza- 
nia military, which will 
organise artisanal marketing 
and curb smuggling. 

Gold is not the only 
encouraging prospect. The 
Kabanga nickel project, a 
joint venture between Anglo 
American and Sutton 
Resources, has the potential 
to produce 100,000 tonnes a 
year of concentrated ore con- 
taining 15 pm 1 cent nickel, 1.2 
per cent cohalt and 2S per 
cent copper, with a mini- 
mean life of 14 years. 


Tanzania is already a sig- 
nificant diamond producer 
with exports worth about 
$15m for the past two years, 
mostly under the control of 
Williamson Diamonds, a De 
Beers subsidiary. The gov- 
ernment has also high- 
lighted commercial opportu- 
nities in phosphates, salt, 

tan1ln | coal artA Hn 1 

Nevertheless, companies 
still complain that high lev- 
els of bureaucracy, compli- 
cated taxation and inade- 
quate electric power are. 
hampering progress. 

Perhaps most irritating is 
the state of Tanzania's 
crumbling roads. “A well- 
maintained infrastructure Is 
critical to the development 
of the mining Industry in 
Tanzania," says Matthew 
Yates, from Tanganyika 
Gold, 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE : 

[Prices Iron Ara rig a mata d MM Ttaftig} : 

■ AUMBMM*99JWJRm Spartan^ 

CBM Irtn 


Precious .Metals continued 

■ SOU CQMBC flOOTiwM; Stony Q£) 


GRAINS AND OB- SEEDS 

■ IHBLT UFFE (100 tomes; E par tana) 


SOFTS : 

■ COCOA IKE (10 tmx E/tom) 


MEAT. AMU);4JJ^tQCI^ 

■ uwamrectetwio^crtMN 


Oosa 
Pravtous 
H0VkW 
Ml (HUM 
toft dH 
Open felt. 

Trial (My bnwer 


1300-01 

1399-300 

1306/1298 

13CZ-GL5 

1297-90 


Sett Bey's Opm 

Orica ctaaga Mgft few Vri tat 

Me ‘ 293.4 *09 294 j0 292.0 4,767 3493 

U 2954 - +1L8 290J 294X 47.466 56711 

Apr 2975 +03 298.7 29SJ 1,271 18216 

Jri 2996 +0J 3006 2B9L0 493 1*421 

tog 3013 +0J - - 115 1389 

Oct 303J0 40* - - 16 *458 

TeUI 54,481 143^50 

■ FlATtaUW.NYWEX 50 Troy OL; S/riy BZJ 


Sett toy* Open 

price dongs Hfejb 1 am M W 

7930 -HO 80JM 7930 161 1*76 
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83J00 -0.10 83.65 B3*0 206 2*28 

85JW -0.10 8530 85.00 2 300 
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Sett toy's 7 
Price change Mgh Use 
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1103-05 

Pmfews 
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1 1104*7 
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Tumi My feionv 
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Cku 

411*20 
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423074175 

AM Official 

4140-45 
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Kit) dose 


4175*0 

Open H 

68.191 


Total Mr bimw 
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flora 

5360-70 

5350*0 

Pravtara 

5350-60 
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fegMow 


635515345 

AM OScM 

5355-60 
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KM rim 
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Open tit 

16362 


Tom dorr tanura 
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■ ZMC, opraW tafth grate IS per fem| 

Dora 
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rogMo* 
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Jri 

35*1 

-12 3553 3515 

2312 11323 

Apr 

353.1 
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1.707 

Jri 
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-2.7 3550 3563 

11 

256 
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3553 

-2J - - 

— 
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Total 



2JM8 14362 
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Ok 

27*65 

-135 27330 27130 

237 

423 

Ms r 
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-155 27330 27030 

338 

*158 

Jna 

26955 

-135 

5 

9 

Tetri 
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V« 


May 8330 -0.10 , 83.65 6300 206 2*26 

Jri 85*0 -0.10 8530 85.00 2 300 

Sep 8225 +0.75 6225 8225 10 99 

lew m tm 

■ WHEAT Off ftflOCtai nria; cenMMft tamafe 
Dec 27330 -330 277 JS 27235 9,199 7337 


936 

+5 

945 

927 1361 1J09 

Dec 

63300+0.150 63350 62300 5535 

2*668 

978 

+4 
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970 4^47 5*397 

rata 

6*100+11525 B35tD 0*750 4333 

38,789 

998 

+5 

1002 

990 

744 27385 
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65150+0325 BS425 BUBO 

941 

2*698 

1015 

+6 

1010 

1008 

383 11309 

Jri 

63J7B +0300-63360 B3360 

778 

11,791 

1032 

+* 

1035 

1024 

190 27388 

tog 

63325+0.400 6*376 6*490 

.473 

7387 
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+4 

105B 

1050 

338 12310 

Opt 

86335 +0225*6860 -66300 

.3 

, *137 





7388 146389 

Total 

1*823 106336 


27330 -330 277J5 272JZ 9.158 7.437 
28930 -4.75 29430 269 00 18324 7SJJ55 

299.75 -430 30330 29930 1364 11293 

309.75 -430 31230 30930 1,738 22.196 
31830 -430 32130 31830 28 1333 
33030 -330 33330 33000 41 1,111 

30*8211*417 


llby 988 +5 1002 9 

Jd 1015 +3 1019 10 

Sep. 1032 +5 1035 IQ 
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■ MAIZE CET ROOD bu nri csnbSBU briet 


Dao 

1441 

+19 

1445 

1425 

144 

697 

DOC 

29.775 +1325 29375 2*500 3389 

11393 

Mr 

1458 

+17 

1461 

1443 *829 41,457 

Flft 

36225+1350 38300 38300 4,090 

18*71 


1432 

+16 

1485 

1467 

486 1*132 

Apr 

41375 +1J00 41350 40J50 *110. 

7303 

Jri 

1507 

+16 

1512 

1497 

67 

£351 

Jn 

52350+1375 52300 51-225 491 

4369 

S«P 

1531 

+14 

1521 

1518 

10 

*556 

Jri 

54375+1375 54350 53325 139 

*244 

Dec 

1560 

+14 

1551 

1546 

90 

5373 

Mg 

54.150+0390 54300 53.700 103 

*162 

Total 
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Tetri 

9396. 49355 
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4852 +2J 4883 4813 4295 2762 

487.4 +23 4893 489* 2 84 

4013 +23 4943 4873 14J77 46360 

4943 +24 4873 4013 633 0389 


Dec 217.75 -1.00 21830 21730 26372 36334 
tor 22830 -130 23030 22835 29.727158328 
May 23*25 -12S 23730 23830 2144 39356 

Jri 34225 -125 243.00 241.75 *174 47*83 
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Jri 4963 

+23 4993 

4973 313 6320 

Jri 

7835 

-040 

7845 

7670 
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667 

Sep 4993 

+22 4993 

4993 54 1.491 

Mta 

BUM 

-035 

8130 

8035 

107 

220 

Tote 


19379 74733 
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8230 

-035 

- 

- 

_ 

32 




Sep 

8030 

- 

- 

- 

- 

20 

ENERGY 



Hev 
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- 

” 

~ 
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15 
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1775 +1 1790 1742 3£B 22,128 

1005 +8 1705 1670 2.485 1*474 

16SB +10 1673 1638 515 5206 

1639 +10 1656 1620 7 1210 

1819 +10 510 

1599 +10 - - - *301 

8208 44*28 
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• Jnl 48350+0200 48300 47300 28 120 
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■ BM»EM.IiyfeEX(l300hineta.StoffEft 
LeM Deyta 

price chape qp Lev W 
Jan 11.14 -006 11*6 1085 7*03 

Mfe 1130 -010 1133 1127 41*11 

mwr 1139 -015 1224 1135 21311 

tor 1238 -0.15 1235 1226 534 
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tear Wcl fett 
1085 7*038 1201k 
1127 41*16 6*831 
1135 21317 41,533 
1226 5341 1*550 
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1*97 11*76 25,415 
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■ UEMI Official EM rata: 13522 
UK Ooriae 97 1 rate ueeao 


Spot 13543 3 oris 13486 8 nriK 1.64429 nto U406 
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■ C««6 OttSE (Mans* 

•pta Deft Open 

price donga Mgfe Low M fed 

Jan 1020 -0.16 1031 1036 17*87 7*012 

fth 1033 -037 1030 1040 *801 45.763 

Mar 1039 -0.12 11.10 10.75 4*09 2*369 

rip- 1122 -010 11.41 11.15 *108 14327 

tan 1130 -Oil 11.70 1137 562 1*595 

Jn 1134 -006 1138 1172 *119 23347 

Tetri nh tie 

■ HEATING WL MHKX (4*000 US grite c/US grid 

Latest Day's Qpea 

price ctenge Mgh lew W fett 
JM 3125 -018 3*74 8156 30249 63*75 

ftta 3115 -006 3330 3*75 5285 30354 
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Jn 3625 -001 3625 3010 802 *739 

Total 74*3*188*38 


■ 5QY*KIIIBiai|£SXtuHfa;cao»B»taBriri) 
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Jri 2*61 -026 2635 2*78 664 1*949 
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Dee 91.75 -2.78 8475 9*73 
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■ NAIDRAL BPS BE [13M ttena; pan 


Dee 14*2 -*4 14*1 1463 8369 14357 
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Me* 853 3 

Tetri 113 2318 
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5 
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13 
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52 
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27 
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LONDON SPOT MARKETS 

B «BBK 0* FOB (par Hang +4 


Pal fett 
7781 3*240 
7353 31906 
1.717 21461 
476 12.179 
510 *833 
445 *174 
■A to 

n*nO 


Hev 

930 

_ 

_ 

_ 

_ 

246 

■ m 

Bob 

887 

-13 


an 

14 

- 166 

Jn 

900 

-20 

910 

095 

26 

630 

Jri 

Apr 

900 

-20 
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955 

43 

612 

Mra 

Jri 

Total 

BH 

850 

Ctan 

936 

-30 

PtW 

9*1 

650 

850 

16 

120 

376 

*313 

■HT 

Jri 

Sep 

Not 

Trill 


6130 +025 6175 6030 114 346 

8335 +*<6 6424 6340 *125 38332 
6430 - 6430 6415 1321 15216 

6535 4*10 6545 6430 584 11,610 
6*15 -*Q5 6*15 6*15 - 1945 

7,186 7*260 


Drill 51030-036* -034 

Brant Btod tried) ».79*82 -*065 

Bred Mend (JraJ 0*39*42 . +*13 

W.TJ. 511.23-1^7* ..-1*30 
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DERIVATIVES 


copper prices,” said Jim Len- 
non at Macquarie Equities. 

Robin Babr at Braudels 
said: “It could put a. .floor 
under copper prices Jf the 
.perception is that producers 
will follow through -with pro. 
duction cuts." - • 

On the London Metal . 

ffprhang B, threa-mfflltll cop- 
per dosed up fy at H.582 a 
. tonne. 


UBS to switch trading in 
favour of precious metals 


i* V - 


/T" - 

r.' 




UBSsaW yestKtiay that itis pufllng a* ofartg rgy.titeo 

metals and electricity dertvaSves toga ^ toj on 

rvBdous m^als. The Swiss bank saW it vwda oegttt -. . 
immwSately to winet down the operations, wWcn a»pa*t .. 
of as Warburg OlHon R«d kwestroent banknig amt, - ■ 
About 20 jobs wiff be lest, most of them In LomwifcvTha 
bank said that, as part of the mow, the TBmamlnn pr^ 
'ckxjs metals business would be integrated bito tne bank’* 




ILACIUII _ 

Some sourcos sugge^ed the move stemmed - 

pten to reduce trariflrtfl exposure: WDR said ft was concen- 
trating on how ft allocated sources. Thw bank denied any 
specific problems,- like the previously announced SFrtBbn 
fosses tn equity derivatives or a 9Fr984m aftertax loss an 
exposure to Long-Term Capital Management, the US 
hedge fond. • ' ‘ : " 

UBS was created earfler this year by the nmrger of 
Union Bank of Switzertand »kJ Swiss Bank Corporation: 
The commodities businesses. See the troubled derivatives 
business and LTCM position, were Inherited from old UBS. 

Analysts ssfd that the energy, base metals and electricity 
sectors had bear a small part of UBS's derivatives trading 


operations. They dont reafly fit with the Investment bank- 
frig business and are probably not worth the risk," one 
analyst said. “UBS win see more synergies by concentrat- 
ing on equities and bonds, which are a much bigger part ~ 
of its business." • 

Putting ■ precious metals in with foreign exchange 
' operations^ could also have the effect of making ft k®® •' ■ 
easy to see how each activity was performing. 

Paul Sol man and Clay Harris 


WOOL 


Australian board voted out 


jotrciuutfr 




For Dotations to today's crossword call 0891 430060. 
Calls cost 50p a minute. 
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"No. 9,854 l^ by GRIFFIN 



11*95 4*10 119.10 11*55 973 1*904 
12095 -035 121.10 120^ 258 *545 
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PRECIOUS METALS 

■ LONDON BOtUON MAHRET 

(Pncet BffMd fty H M Rriteftua 

MMfTniy u) 5 pries E aqrir S * eqtfr 

flow 2SUKS440 

OomIesi 293.10-3140 

taming A 29*35 17792 40*70 

MtamOM fa 28*30 17793 404.75 

DWatfegd 29MMH1D 

Day's Um zazaoana 

ntMudOH 292.1*29288 

Lon Ufa NtaM Gobi Lmritag Mta (Vk USS 

1 mono — . — 424 QronSs IBS 

? moirix l2Bwnaar *g 

3 manta 4.17 


E aqrir SR aqrir 


Jte 1*740 +*020 1*790 1*720 210 4910 

fri 1*740 +*060 15760 15380 385 5925 

Tote *410 264 IS 

■ IHIBBALBAgimcc (1*000 mBai. OnritaJ 

Utari Day's Opsn 

pito Hiag s Mgft low Uni tal 

Jn 1920 -0.056 1973 1960 3*155 5*137 

ttt 1965-0934 1999 T910 1*218 2*069 

Mar 1965 -*839 2.005 1930 *927 20938 

Apr 1970 -*035 *000 194S 4196 1*790 

Stay 1380 -*040 2320 1375 *826 10924 

JIM 2905 -*030 *935 1390 *500 11905 
7*896210934 


PULP AND PAPER 
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■ suet 
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price change Eapk Im 
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Doc 

407.00 

-525 41000 40700 

94 
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fetar 

43*00 

-625 43550 43200 

27 
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VOLUME DATA 

0pm Moran md VOUoe «a shown lor cwrads 
rated 00 COME* HYUEX CSr.NYCE.aiE. CSCE 
aid it Craw 01 tons dtay b mats. Mtori * 
(fern tatanri totes we tar M ksdad mortht. 


RnOBES OAXA 

M Uib AM au&oa fly CMS. 


INDICES 

ta Hteta ni (Bnc 18«31 = ipg 


tonrnL uscseqtt. 

29598 48790 


1 monte 
Znonto- 
3 monts _ 


Rrapnanrf 

MmSmoMp 


ta aaEWBD 8A50UME 
NYfeEX (42900 05 BltoiOUSatatJ 

Uteri Myta 

win rings Mgb tor 

Jn 34.15 +009 .3449 3*30 

Fte 3545 -094 3570 3490 

Mir 3690 -0.14 37.10 3040 

tor 4090 -009 4*60 4025 

Ihj 41.15 -*44 4190 41.16 

Jn 4135 -029 4*40 4*40 


to M U 
3130 20.144 4*200 
3490 *322 8988 
3840 1951 6974 
4025 1907 0900 
41.16 1.170 7918 
4*40 928 *084 

4*654 81909 


Tea tram the T*« Broken 1 Assoctatlon 
»•««*••• Thore wn good demand at 
hwfluto ratfln. BPI's of aB cotagorlea sold 
tat iraBtoriy lenw rates with some wtttv- 
teswals. Early fenokan of brtghtar and 
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, _ ACROSS 
l Left to retire clutching 
£2,000 for drink! (6j 
4, 14 Ann, mad about Chris- 
fopher Reeve? (3^3jS) 

8 Order detectives back to 
gallery (7) 

9 Menial wanting second 
shower (7) 

11 Commonly a tale-teller in 
class <10} 

12 See 28 

13 Called for Penny before get- 
ting on (5) 

14 See 4 

16 Travelling in Goa Mae 
reveals excessive self-inter- 
est® 

W Scoundrel is to regret tak- 
fog work back (5) 

Sr reversed one tn (4} 

21 Actress June takes note 

23 Lied about motorway - it is 
' restricted (7) 

24 See 26 

5 W&s 1 ?* <61 

26, 24, 12 ??? (8,7.4} 


5 Associate with hole in com- 
pound (5) 

6 Counsellor drives a Rolls 
(7) 

7 Belittle and decline 'box 


with silver lining (9) 

10 Mother turned it Into a bat- 
tered crisp, specially 
shaped (9) .... -. 

13 Gay MP upset Leo (9) 

15 Persist if salesman -turns 
critical iffl 
17 See 2 

19 One amused George over 
topless meal (7) 

21 When 50* o mnemne cereal 
_ <5) 

22 Bfo Part of circular geyser 
(5) 

Solution 9,853 . . 


toioMia«te*rii r 3M0* i ” 


, down 

1 i laze around ( 5 ) 

admitted (7,7) 

2 Why one lost a lot? (9) 
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a s n rs n □ 
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Australian wool growers vented their anger yesterday ait - 
the dismal state of the wool market by voting out the ~ 
board of the Australian Wool Research and ftomotfon 
Organisation (AWRAP), the wool reseevch and promotional 
body. . - • - 

Wool prices have halved this decade and Australia’s 
wool production has fallen from 1.1m tonnes In 1990 to 
630,000 tonnes. Many Australian wool growers are In deep 
financial difficulty. " 

Mark Valle, Australia's mkvatarfor agriculture, wtR 
appoint a new board. He also announced yesterday the 
establishment of a task force to assess the wool industry 
and wool promotion. Wool has steadily lost Its share In the 
world fibre market to cotton and especially syndics. 

While the board has been sacked, none of the propo- 
nents of this move have any plans on where to go from 
here, said David Fariey, managing director of Cofly Cotton. 

A dramatic 73.4 p6r cent of the biggest gathering of 
wool growers on record declared their no-corrfldence In 
the board of AWRAP - the statutoiy body responsible for 
administering more than A$100m a year from a 4 per cent 
levy on wool growers' sales. 

The Wool mark Company, which was called the interna- 
tional Wool Secretariat until June this year, la a subsidiary 
of AWRAP. Stephen Wyatt, Sydney . . 
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LONDON STOCK EXCHANGE 


Footsie suffers fall after Wall Street reverses 


.FISE M-Stee Index 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Effitor 


A sharp sell-off on Wall 
Street on Monday and again 
at the outset of US trading 
yesterday brought a substan- 
tial, if not totally unex- 
pected, correction across 
global markets. 

The urge to take profits 
was given a further push by 

a series of gloomy economic 
reports in the UK, Europe 
and the US that showed 
manufacturing sectors were 
under continued pressure. 
Interest rate cuts and 


merger activity have allowed 
investors to ignore the bad 
news on corporate earnings. 

Such was the extent of the 
US weakness yesterday, at 
least at the opening when 
the Dow dropped almost 130 
points, that the FTSE loo 
suffered its worst percentage 
fall this year, sliding 3.6 per 
cent or 206.4 to 5,537.5. 

It was also the third worst 
points foil in the FTSE 100's 
history. Not long after Lon- 
don closed, the Dow staged a 
powerful rally to show only 
a 23-point slide. 

The FTSE 250, meanwhile, 
lost 1.6 per ce nt or SO .3 to 
4321.4, and the FTSE Small- 


Cap 1.2 per cent, 25.5, to 
2,039.5. 

“The only surprise about 
the shake-out is that it has 
taken so long to material- 
ise," said one marketmaker, 
who pointed out that the 
FTSE 100 index, has risen 
almost in a straight line 
since its October 5 low point 
for the year of 4.648.7. 

Wall Street's weakness, 
which saw the Dow finish 
216 points lower on Monday, 
stemmed from some heavy 
selling of internet stocks. 

The knock-on effect from 
the US saw Hong Kong fall 4 
per cent, and European mar- 
kets drop sharply. 


The recent rise has taken 
place against a backdrop of 
big bids and mergers, espe- 
cially in the oil and banking 
sectors. 

However, it has also coin- 
cided with a constant stream 
of profit warnings and poor 
corporate results. 

Equity strategists have 
become increasingly uneasy 
about their growth forecasts 
with many observers now 
expecting earnings to show a 

decline next year, possibly 
by up to 10 per cent. 

There were also doubts 
about the chance for another 
interest rate cut in the UK 
after next week’s meeting of 


the Rank of England's mone- 
tary policy committee. "A 
cautious line on rates will be 
taken badly by thia market,” 
said Richard Jeffrey of CCP 
Charterhouse. 

Losses in London 
stretched across all sectors 
but were especially severe in 
the fiimn^foi areas. 
particularly those with dose 
links to Hong Kon g, su ffered 
badly. Outside of HSBC and 
Standard . Chartered,, the 
mostly domestic retail banks 
were weakened by talk of 
profit downgrades. 

There were also profit 
warnings from middle rank , 
mg and small-cap stocks, 


-notably Fonninster, the 
retailer, and Kenwood^ the 
electrical manufact u r er . • 

The strategy, team at. 
Credit Suisse First. Boston 
said: "What we have, experi- 
enced is an early end-year 
rally. Fundamental valua- 
tions, deqrtte strong, liquid- 
ity conditions, are starting 
to limit the scope for farther 
performance, particularly 
given the pressure on corpo- 
rate earnings estimates." 

One feature of the day's 
activity was tin high Level of 
tumover in equities. At 6pm 
l.l3bn shares had changed 
hands, the ' highest daily 
total since October 21. 


Bj uU y s hares traded 
Turnover by.wakirim iraBmj 
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Profit 
fears hit 
Diageo 

^P^IKWEPORT 

By Joel K&azo, Peter John 
and Martin Brice 

The prospect of profit 
downgrades for food and 
drinks giant Diageo sent the 
company shares tumbling. 
The shares surrendered 44Vi 
or 6.6 per cent to 634 &p. 
Turnover was iom. 

Dealers moved to onload 
the stock after the company 
was reported to have spoken 
of continuing weakness in 
some emerging markets, 
raising doubts about current 
profit estimates. 

At a dinner hosted on 
Monday evening by UDV, 
Diageo’s spirits arm, dealers 
said the company had indi- 
cated trading had been par- 
ticularly difficult in Latin 
America recently. Analysts 
suggested liquor volumes in 
Brazil and Venezuela bad 
fallen significantly. About 8 
per cent or group profits are 
derived from the region. 

Several analysts are expec- 
ted to shave interim profit 
forecasts for the half to the 
end of December 1998 in the 
next few days. However, bro- 
kers such as Schraders and 
SC Securities were said to 
have reiterated "buy" recom- 
mendations. 

With the shares outper- 
forming the market, profit- 
taking and a sharp market 


retreat were also factors In 
the stock's decline yester- 
day. 

Lasmo was top volume 
trade r among Footsie and 
FTSE 250 stocks as brokers 
Indulged in what one dealer 
referred to as the "wounded 
bison" approach. 

Oil companies, especially 
the second-line exploration 
and production stocks, have 
been left highly exposed by 
the relentless slide in under- 
lying oil prices, and sector 
specialists have been cir- 
cling the herd looking for 
especially weak members. 

Yesterday CSFB struck at 
Lasmo. Although the com- 
pany had underperformed 


the FTSE All-Share by 54 per 
cent over the past year, 
CSFB snatched away its 
"buy" recommendation on 
the stock and shifted its 
earnings numbers. 

The move came in 
response to Lasmo’s recent 
announcement that it is to 
cut 200 head office jobs in a 
restructuring programme 
aimed at saving £30m a year. 

CSFB believes reducing 
administration costs is not 
the way to help underlying 
profitability and that the 
company should be looking 
much more closely at pro- 
duction costs. 

Lasmo needs an oil price 
of $15 a barrel to break even 
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and is fl»nm>ing $13 a barrel 
for next year. Some analysts 
have expressed doubts about 
the company's viability if 
the price of crude stays at 
current levels. The shares' 
fell TVt to 132p on turnover of 
37m shares. 

HSBC dropped 104 to 
£1536 in response to a fall of 
more than 4 per cent on 
Hong Kong’s Hang Seng 
index, where the bank is a 
big constituent The stock 
was also hit by cautious bro- 
ker comments before a 
round of meetings between 
the bank and analysts. 

Credit Lyonnais Securities 
is concerned about HSBC's 
exposure to Asia and Brazil 
and has downgraded Its 
recommendation on the 
stock from "buy” to "add". 

It said it expected to be 
reducing forecasts after see- 
ing the company next week. 
Credit Lyonnais forecasts 
£436bn for the current year 
and is expected to reduce by 
about 5 per cent 

Some dealers said ABN 
Amro. HSBC’s house broker, 
bad also reduced its fore- 
casts, but Peter Toeman at 
the broker said he had left 
his figures -unchanged. 

Yesterday, Credit Lyon- 



nais cut its current-year 
profit estimate for Standard 
Chartered by £45m to £775m. 
Standard, which is also 
exposed to Hong Kong, fell 
17 to 627p. 

Lloyds TSB fell 5114 to 
79lp after HSBC Securities 
cut its 1998 profits forecasts 
for the group to £2320bn and 
reduced its 1999 figure by 
£l5(hn to £3,650m; to take 
account of bad debt provi- 
sions, reduced dealing prof- 
its and a lower contribution 
from the developing world. 
However, the broker retains 
the stock as an "add". 

Capita faBs test 

Capita was the w orst per- 
former In the FTSE 250, slip- 
ping almost 9 per cent or 51 
to 521p following news that 
it had lost the contract to 
run the written section of 
the UK driving test on behalf 
of the Driving Standards 
Agency. Nasdaq-quoted Syl- 
van Learning Systems said 
that it had won the contract. 

However, Capita was said 
to have told analysts that it 
had won 70 per cent more 
business this year than last 
year and the team at Credit 
Lyonnais Securities told cli- 
ents the contract loss had no 
effect on its forecasts. 

The team said: "We confi- 
dently expect Capita to 
announce further contract 
wins over the coming weeks 
and would highlight the 
stock's proven ability to 
bounce back from weak- 
ness." 

Traders suggested that 


with the stock standing at 
almost 56 times this year’s 
forecast earnings, the shares 
would react violently to any 
bad news. 

SmtifaKUne Beecham was 
comparatively resilient 
within internationally 
traded drugB stocks as bro- 
kers responded to comments 

marlo at & dinner on M onday 

night 

The head of the company's 
vaccines division discussed 
the prospects for various 
products, including Lyme- 
Rix. for Lyme . disease. Gold- 
man S ack* «nwi» away con- 
vinced t bat tiie target 15 per 
cent revenue growth was 
achievable. 

SmrfhKTine fen only 10 tO 
734p while Glaxo Wellcome 
was down 48 at £18J9 and 
Zeneca 105 at £2405. 

Education group Nord 
Anglia touched a new 62- 
week low and chairman 
Kevin McNeany moved in 
and bought 30,000 shares at 
158p each. The stock closed 
down 3% at I61p. 

Pharmaceuticals company 
Cortecs was the wrest per- 
former in the entire market, 
dipping almost 57 per cent 
or 15 to llKp. This , is the 
lowest point at which the. 
shares have stood since the 
company floated in 1991 In 
1996 they reached 394p. - 

The damage was (tone by 
the company announcing 
that several senior manage- 
ment figures had quit and 
that delays had emerged in 
the approval of Macritonin. 
its main product 

City Site Estates was up 4 
at 30%p after it said it had 
received a further approach, 
following the 26p offer from 
management made on 
November 23. 

Jersey-based retailer Le 
Riche was down 17% at 455p 
after it talked of "the most 
difficult market conditions 
this decade". 

Fashion retailer Formins- 
ter opened its flagship store 
in Oxford Street yesterday 
with a profits warning. The 
shares fell 4 to 48%p. 
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Rockivell's call centre technology 
is helping business boom at Gratlan, 
a top UK mail-order company. 
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WORLD OVERVIEW 


December did not usher in a 
season of goodwill for equity 
investors, as a ripple effect 
carried share prices lower 
round the world, unites 
PftiUp Coggan. 

The Dow Jones Industrial 
Average followed Monday’s 
216-point drop with another 
three-digit loss in early trad- 
ing, which took the bench- 
mark briefly back below the 
9,000 level. 

Asian markets Bold off in 


response to Wall Street's 
overnight weakness, with 
the Hang Seng index in 
Hong Kong dropping below 
10,000. The Singapore and 

Manila markets were also 
sharply lower. 

Europe had that bad inter? 
national background to con- 
tend with but -it also faced 
some poor economic news in 
the &ce of ’five purchasing 
managers' surveys - in the 
UK, Germany, Italy. Den- 
mark and Sweden - which 
showed that manufacturing 


activity was declining. The 
same conclusion could be 
drawn from the US purchas- 
ing managers’ report 

In the face of that pessi- 
mism, the latest merger 
news, in the form of confir- 
mation of tiie Exxon-Mobil 
deal. Total’s bid for Petro- 
flna and talk of a Sanofi/ 
Synthelaho link-up, failed to 
bring the required cheer. 

The profit-taking that had 
been noticeable on Monday 
continued, “Maybe we’ve 
had one or two deals too far 


and investors have realised 
that not all are all they’re 
cracked up to be,” said 
David Bowers, European 
equity strategist at Merrill 
Lynch. •- 

Analysts are generally 
agreed that the rally that 
began in early October bad 
carried share prices too for. 

But they differ on how far 

bourses need to correct . 

The disagreements maybe 
greatest in the emerging 
.markets, where some of the 
world’s strongest rallies 


have <wmB in spite of highly 
shaky fundamentals. 

“We do expect a sizeable 
pullback in the emerging 
markets [10-16 per cent] 
based on a refocus on the 
problems of the global econ- 
omy,” says Geoffrey Dennis, 
global emerging markets 
equity strategist at Deutsche 
Bank. Securities. "However, 
the lows of September 11 
should not be b reache d." 

Figures from FTSE Inter- 
national show that Asian 
bourses led the world stock 


markets once again 1 in 
November, with Indonesia’ 
and Thailand the two best 
performers in dollar terms 
over the m onth . Just- as they 
were in October. 

The worst performing mar- 
kets of the. month were a - 
more mixed hunch. The 
weakness of the oil price 
out Norway, which 
fell 7.4 per cent, while 
Mexico, which had hr raise 
short-term interest rates dur- 
ing the month, dropped 6.4 
percent 


in remission 
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Wall Street Total bid sends Paris lower 


turns back to 


EUROPE 


high-techs 


AMERICAS 


Wall Street shrugged off a 
weak opening, as investors 
returned to high-tech shares 
and other sectors after Mon- 
day’s sell-off, while blue 
chips continued lower, writes 
John Labate in New York. 

Early in the day, the larg- 
est merger ever was 
announced, as Exxon and 
Mobil confirmed they had 
reached a takeover agree- 
ment Exxon, a Dow stock, 
fell 4.5 per cent to $7lft 
while Mobil lost Ift to $85%. 

Other oil stocks moved 
lower, with Dow member 
Chevron off HA to 382ft. Oil 
service stocks were also sold, 
with Schlumberger down 

$1% to 942ft. 

The Dow Jones Industrial 
Average was off more than 
100 points in the first hour of 
trading before the rebound 
in sentiment took hold by 
midday. By early afternoon 
the Dow was down 19.05 to 
9,097.50. But the broader 
Standard & Poor's 500 Index 
was 228 higher at 1,168.52.' 

Firmer computer-related 
shares helped send the Nas- 
daq composite 1826 higher 
to 1,967.59. Microsoft gained 
$3# to 9126R while stin 
Microsystems surged mole 
than 5 per cent to $77%! 
Semiconductor shares also 
pushed higher, with Micrbn 
Technologies up $lft to 
942%. Apple Computer 
surged mare than 6 per cent 
higher to 934%. 

But many small-company 
shares continued lower, with 
the Russell 2000 index down 
1.67 to 396.08. 

As stocks recovered, Trea- 
sury bonds moved off morn- 
ing highs. By midday the 
benchmark long bond was ft 
higher to 1Q2R, yielding 5.068 
per cent. 

Banking shares continued 
to weaken, with Case Man- 
hattan down $1% to $62ft. 

Nine West, the specialty 
retailer, rose 3.5 per cent to 
$1211 After announcing a 


restructuring plan that 
would dose about 70 stores. 
Starbucks gained $3% or 
more than 7 per cent to 949% 
after the coffee chain 
released Its November same- 
store sales. 

Internet stocks were also 
on the mend. Investors 
returned to Amazon.com, 
sending the online hook 
retailer up 98% to 9200% 
despite a downgrading by 
analysts at Everan Securi- 
ties. Books-A-Mllllon, the 
book retailer that rallied last 
week whan it upgraded Its 
website, fell 91% to 128%. 

TORONTO ignored the 
early weakness on Wall 
Street and pushed higher on 
the back of a strong run in 
♦h* foreign exchanges for thp 

Canadian dollar 

There was good demand 
for the heavyweight sectors 
from the opening bell which 
left both banks and golds sit- 
ting on solid gains at noon. 
The 300 index rose 45.68 to 
6^89.50. 

Royal Bank of Canada put 
on C91.05 at C$76.55 and 
Toronto Dominion added 
C91.16 at C$52.50. Among 
golds, Placer Dome rose 90 
cents to C$23.15 and Barrick 
65 cents to C$31.16. 

Among industrials. North- 
ern Telecom improved C$1.05 
to C970A5. 

MEXICO CITY reversed 
early losses to rack up again 
of 8.41 to 3.778JZ9 on the IPC 
index at midsesslon. 

Brokers said that most of 
the improvement followed 
on from Wall Street’s mid- 
morning fightback. 

Telmex. off 10 centavos at 
the start of the session, 
gained 35 centavos to 23.40 
pesos. 

SAO PAULO, hit by severe 
profit-taking on Monday, 
continued to slide lower. 
Brokers said sentiment had 
been hit by heavy dollar out- 
flows in November. 

At mi da ess ion, the Bov- 
espa index was off 247 or 2.9 
per cent at 8,384. 


A severe shakeout for oil 
giant Total plus a further 
round of widespread profit- 
taking sent PARK steeply 
lower and left the CAC-40 
Index off 155.0 at 328824 for 
a two-session setback of 6.5 
per cent. 

Total crashed 122 percent 
in heavy volume after the 
group confirmed that it was 
taking a 41 per cent stake In 
Fetrofina and planned to put 
in a bid for the rest of the 
Belgian oil leader. 

With analysts arguing that 
Total was effectively paying 
too hi gh a price, amM 
concern the deal would not 
be earnings positive until 
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K Change 


Frankfurt,— -5.0 

Amsterdam -4.7 

Zurich. -42 

Frwtcs. -4.0 

Milan. -3.9 

Madrid. -2J3 

Stockholm -2-7 

HeWnW -22 


2001, the shares ended off 
FFr87 at FFr618 In turnover 
of FFr3.1bn. 

In Brussels, though, Petro- 
Ann showed a Hauling turn 
of speed In an otherwise 
severely depleted market It 
surged BFt2,625 or 18.4 per 
cent to BFrl6,875 in solid 
volumes. 

STMlcroelectronlcs tum- 
bled FFr39 or 9.8 per cent to 
FFr359. Alcatel lost FFr12 at 


Avantis. gave up DM&35 to 
DM20526. 

Elsewhere among the 
chemicals groups, Degussa 
was DM320 lower at DM81, 
in spite of reporting record 
earning s for the fourth con- 
secutive year. 

Car stocks were hurt by 
dollar weakness. BMW tum- 
bled DM94 to DM1205, also 
hit by profit-taking and a 
report about discord among 
top management about the 
future of its troubled UK 
subsidiary, Rover Group. 
DaimlerChrysler lost DM520 
to DM152.65 and Volkswagen 
was DM10.10 lower at 
DM128.50. _ . . 

Banks did not escape the 
pressure. The hard-hit 
HypoVerelnsbank lost 
DM1220 to DM13520. ' 

Among the smaller stocks, 
recycling groups Sera Ent- 
sorgung and Loesch 
Umweltschutz plunged on 
news that senior executives 


Monday, was a rare firm fea- 
ture rebounding 80 cents to 
FI 63.10, aithrtpgh volumes in 
the stock were minimal. 

MILAN shares dropped 
sharply across the hoard late 
In the session, mirroring file 
riarfina on other European 
bourses and Wall Street. 

The Mihtel index closed 
871 or 8.9 per cent lower at 


The FTSE Eurotop 300 Index M 
43 A3 or 3.79 per cent to 
1,10130. Sea Euro Prica pegs. 


The general index shed 

24A8 or 2£ per <sn£ to finish 
at 820.48, adding to a 2 per 
cent fall on Monday. The 
market bad previously risen 
seven days in a row, putting 
on a total of 68.76 or 8.7 per 

rani. . 

Profit takers moved In on 
the banks, which had under- 
pinned the exchange's prog- 
ress last week. 

Santander fell Ptal75 or 5.9 
per cent to Pta2,775 on top of 
a 2-8 per emit fall on Mon-' 
day. BBV. which lost 3.6 par 
{■pflt On Monday, fell another 
PtalSO or 5.7 per cent yester- 
day to ctoee a t Pta2,160. 

STOCKHOLM also suffered 
a foil induced by the profit 
takers. The general Index 
(dosed 2.7 per emit down at 
309316. 

Ericsson, the telecommu- 
nications group, which had 
nearly n«nhia<i in value in 
less than two months, 
dropped J3Kr5.50 to 
SKI22050. 

ZURICH pulled back as 
recently favoured banks 


Malaysia's retail investors 
are giddy with delight about 
a Kuala Lumpur stock mar- 
ket that has almost doubled 
in value in the space of three • 
months. 

It does hot -matter to the m 
that the rally has been 
orchestrated by the authori- 
ties in an attempt to enrich a 
corporate sector hit hard by 
the regional crisis. 

Analysts say many inves- 
tors are on too good a high 
to notice some of the best 
performers could be bust. 
“It’s a market flourishing is 
an oxygen tent," said Domi- 
nic Armstrong; head of 
research at Jarthna Fleming. 

The composite index has 
s u rged from a low of 262.70 
on September 1 to -518.75 at 
yesterday's close. The 
advance came after the 
authorities trapped billions 
of dollars in the country by 
imposing capital controls 
and barring foreign inves- 
tors from repatriating profits 
from the sale of shares for a 
year. 

By subsequently lowering 
interest rates, the govern- 
ment made the stock 
exchange the best place for 
the constrained Investors to 
put their cash. But the 
money to be made in the 
short term does not reflect 
strong economic or corpo- 
rate ftiyiHimumtalfl- 

“People are not buying 
because these are good 
stocks," said Kostas Panagio- 
tou. senior economist at Kim 
Eng Securities. "They are 
just throwing money at the 
market." ■ • 

Lai Tak Heong, research 
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took the brunt of the selling director at SG Research, said 
and file SMI lm fcy finished retail investors were 


21,508 after touching 21,376 
at one stage. 

Parmalat, the food group, 
fell victim to profit takers 
far the second day running. 
It lost L2S3 or 6.1 per cant to 
close at L2.989, compared 
with its Friday closing price 
ofL3B74. 

MADRID declined for the 
second successive day as 
hank stocks suffered again. 


298.8 lower at 6,7844. 

UBS feU SFr26 to SFr394 
and CS Group gave up SFn4 
to SFr22& Among the insur- 
ers, Zurich Allied slumped 
SFr70 to SFT927, Swiss Ufa 
lost 5FT7S to SFrgoQ and Ba l- 
otee was SFrlOO lower at 
SEH200. 


Ill 9ta ii i — |u ■i-a 1 

Wrtttai am flo ro q uf MCrem 
Morgan, Jeffrey Brown, Michael 
Peel and Paul (began 


entranced by the fact that 
they could afford M9120 
stocks that cost MJ15Q before 
the economic turmoil began 
last year.Theydid not real- 
ise the shares were now only 
worth 20 sen, if that 
Already Mg names, such 
as Proton, the national car- 
maker, are scouting for 
potential buyers. And Abdul 
BjuMd Hiwiain, the coun- 
try's do minan t financier. 


announced on Monday tint 
he would have to sell control J 
of his operations to the gov- JR 
eminent as a result of the j,: 
financial crisis. * 

"The swiftness and seven > 
lty of the decline in the 
Malaysian market has not - 
been seen since the last 
global depression, M ; Mr . 
Rashid said. "Malaysia has •’ 
Buffered a loss of as much as 
MtfiOObn [$109tm] an market 
capitalisation-" 

Domestic investment may 
push the market to between 
GOO and 700 paints, analysts . 
say, but to go much beyond 
that will take outside funds. 
And most foreign investors 
will not consider committing 
themselves further to Malay- 
sia until the capital controls 
are lifted. 

Overseas Investors are . 
expected to withdraw eq, 
masse when the one-year J| 
restriction on repatriating* 1 
profits from the sale, an' 
shares ends next September. ' 
They are angry that Malay- 
sia temporarily trapped 
them and win want nothing 
more to do with the country, 

- Mr Lai of SG Research 
says their minds can he 
changed only If the govern- 
ment uses the capital con- 
trols to put the economy 
hack on track 

“Cane' September, If they 
don't like what they see, we . 
will see money flowing out," 

Mr Lai said. 
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Sheila McNulty 


FFr740 in heavy turnover of- had been taken into custody 
FFrl.4bn in spite of a posi- as part of an Investigation 


Sanlam slips with all share 


SOUTH AFRICA 


Shares la Johannesburg 
continued to lose ground and 
at the close the all share 
Index was off 2332 or 42 per 
cent at 5287.7 to extend its 
decline to 318 points in three 
sessions. 


Financials fall 52 per cent 
to 8296.8. The Insurance sec- 
tor newcomer Sanlam, 
which floated at R8. fell 32 
cents to R5.67 on its second 
day of trading. 

Industrials lost 4 per cent 
to 62382 and golds shed 62 
per cent to 9772. 


five mood at Salomon Smith 
Barney, which raised its tar- 
get price by FFr10 to EFT850. 

Rhdne-Poulenc fell 
FFr20.10 or 7.1 per cent to 
FFr263.4 as Investors showed 
their disappointment at the 
news that the group's 
merger with Hoechst of Ger- 
many will not take place In 
full for two or three years. 

Construction group Bouy- 
gues. which fell steeply on 
Monday on news of a big 
stake changing hands, 
rebounded FFr103 to 
FFr1,163 as takeover hopes 
resurfa ced. 

FRANKFURT crumpled 5 
per cent lower, hit by profit- 
taking, dollar weakness and 
Wall Street's early tumble. 
The Xetra Dax index fell 
24826 to 4.777.18. 

Hoechst dropped DM425 to 
DM68.25 in spite of the 
group's claim that its 
planned life-sciences merger 
with France's Rh6ne-Poulenc 
could have synergies of 
912bn a year within three 
years. Sobering, which 
wants to take a stake in the 
merged company, to be caled 


into possible tax and securi- 
ties violations. Sera finished 
DM10 lower at DM3L50 and 
Loesch lost DM8.85 to 
DM2625. 

AMSTERDAM fell steeply 
in heavy volume with the 
AEX index ending off 5128 
at 1,048.73. 

Financials did most of the 
damage, running into heavy 
profit-taking. ABN-Amro fell 
FI 2.90 or 7.4 per cent to 
FI 36.50 in 15.6m shares 
traded. Aegon shed FI 12.10 
at FI 18220 and ING came off 
FI 7.60 at FL 10120. 

Akzo Nobel clawed back 
from a session low of FI 75 to 
close a modest 10 cents 
easier at FI 78.30 after an 
upgrade to outperform by 
Deutsche Morgan Grenfell, 
which set a target price of 
FI 92. 

Trading group Hagemeyer, 
which faced a round of bro- 
ker downgrades on Monday, 
continued to slide precipi- 
tously, tumbling a further 
FI 6.20 to FI 60.90 for a j 
two-day decline of more than 
14 per cent 1 

KLM. a weak market on 


TIAA-CREF: For your 
long-term financing needs 


TlAAy one of America’s leading sources of long-term 
financing capital, has the expertise to provide a wide range 
of flexible debt financing options for international project 
finance, lease financing, and investment grade public and 
private placements . Among our recent financings: 


Bacardi Ltd. 


InvestcorpSA 


$ 75 , 000,000 

Senior Guarantied Notes 
Due 2008 . 


$ 37 , 000,000 

Guaranteed Senior Notes 

Dub 2008 


HSBC leads Hong Kong slide 


ASIA PACIFIC 


Shares In HONG KONG 
tumbled 4.1 per cent, tripped 
up by Wall Street’s over- 
night lasses and concern 
that weak local fundamen- 
tals had failed to Justify 
recent market gains. 

The Hang Seng index foil 
426.47 to close at the day’s 
low of 9,975.85, taking its 
loss over two days to 72 per 
cent. Analysts noted that it 
was the first time since 
November 13 that the Index 
had dipped below the 10,000 
point level. 

HSBC dragged the market 
down with a fall of HESS to 
HK918920. The property sec- 
tor was also hard hit, losing 
52 per emit Cheung Kong 
fell HK9425 to HKS51.50 and 
Sung Hung Kai Properties 
lost HKJ52.75. 

China-linked shares 
remained under pressure. 
Red chips fell 3.6 per cent 
while H shares slid 52 per 
cent. 

TOKYO proved remark- 
ably resilient in the face of 
the sell-off on Wall Street 
and another big bankruptcy 
in the construction sector, 
writes Paul Abrahams. 

The Nikkei 225 Average 
fell for the third day run- 
ning. down by a bare 022 per 
cent or 4829 at 14235.41, 
after trading between 


14231.16 and 14.76328. The 
sell-off was broad-based with 
the mors representative Nik- 
kei 300 down 02 at 227.8. 
while the Toplx index of all 
first-section shares eased 
just 124 to 1,14226 Trading 
remained light at 383m. 

JDC, the medium-sized 
construction group, which 
had been the second most 
heavily traded stock on Mon- 
day, was suspended yester- 
day after the company 
announced It was seeking 
protection from creditors. 

The construction sector 
overall remained solid, down 
only L2 per cent, but weaker 
companies slumped. Daisue 
Construction suffered the 
biggest fall on the day, down 
14 per cent or Yl3 to Y77. 
Haseko dropped 12 per cent, 
or Y8 to Y5S, in very heavy 
volumes. 

The main lenders and 
hanking shareholders of JDC 
also suffered. Mitsui Trust 
fell Y1D to Y155 in heavy 
trading. Asahi Bank dropped 
Yll to Y459. 

Nippon Credit Bank, 
which confirmed it was con- 
sidering mezgar negotiations 
with Chuo Trust, was 
unchanged at Y174, but 
Chuo fen Y5 to Y535. 

One of the few sectors to 
rise was telecommunica- 
tions. NTT DoCoMo, recently 
recommended as a buy by 


AnstraBan Banks 
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Goldman Sachs, continued 
to climb, reaching another 
all-time high, up Y150.000 at 
Y4B50.000. NTT. which has 
started roadshows for its 
fourth share issue and still 
owns 67.1 per cent of 
DoCoMo, rose Yll, 000 to 

Y931.000. 

In Osaka, the OSE index 
closed down 60 points at 

15,419: 

MANILA joined in the 
regional downturn and the 
composite index finished 
5327 or 2.7 per cent tower at 
122L79. 

San Miguel B shares led 
the retreat, falling 4 pesos or 
52 per cent to 65 pesos fol- 
lowing a local newspaper 
report that businessman 
Ludo Tan was reviving his 


bid to wrest control of the 
company from Its chairman 

Eduardo Cojimngco. 

SYDNEY fell 1.4 per cent 
with the All Ordinaries 
i n de x off S82 at 2,734.1. Wall 
Street’s heavy overnight fall, 
and negative economic news 
- Australia's third-quarter 
balance of payments deficit 
came In higher than expec- 
ted - combined with farther 
profit-taking among hanks to 
severely deplete sentiment. 

BHP fell 37 cents to 
A9122& In banks, Westpac, 
which went ex dividend, lost 
24 cents to A910.16 as sector 
consolidation hopes faded. 
ANZ gave up 24 cents at 
AS1027 for B two-day rianUwp 
of 72 per cent 

WELLINGTON ran into . 
selling late in the session to 
close off 4123 or 2.1 per cent i 
at 1,950.01 an the 40 capital 
index. 

NZ Telecom shed 13 cents , 
to NZ$722 and Carter Holt 1 
Harvey fell 10 cents to 
NZ$1.71. 

SINGAPORE, up 82 per 1 
cent in three days, tumbled ; 
47.85 or 3.4 per cent to 
1268.70 on the Straits Times 
index on profit-taking. 

Property led the fellers. 
CityDev fell 60 cents to 
S$725.and DBS Land 12 
cents to S9223. Creative 
Technology came off S$2 to 
SS28.30. 


Cooperative Bank pic 


Irish Permanent pic 


30 , 000,000 

British Pounds 
Perpetual Subordinated 
Step-up Notes - 


$ 25 , 000,000 

Dated Subordinated 
Step-up Notes 


$ 50 , 000,000 

Perpetual Subordinated 


For further information cad: 


Angela Brock-Kyle 
Project Ffamnce 
212916-5724 


Nancy Heller 
Lease Finance 
212 916-4327 


Greg MacCordy 

International Public and 
Private Placements 

212 916-5695 
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TIAA Securities Division 

Teachers Insurance and Annuity Association 

CoUege Retirement Equities Fund 

730 Third Avenue 

New York, NY 10017-3206 
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New IT mantra 
attracts a host 
of devotees 

The country has become one of the world’s main 
centres for offshore software development work, 
reports Paul Taylor 
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India has a new mantra — 
Information Technology — 
and almost everyone is 
chanting it. 

The success of India's 
export- led software develop- 
ment industry has helped to 
put IT at the top of the polit- 
ical agenda and turned it 
into a model for the modern- 
isation of an otherwise trou- 
bled economy. 

"Everyone is fencing about 
IT,” says Sudheendra Kul- 
karni, a member of the 
prime minister's office and 
one of the driving forces 
behind the recently pub- 
lished report from the 
National Task Force on 
Information Technology and 
Software Development 
which envisages building 
Indian software exports into 
a business worth at least 
$50bn a year by 2008. 

While India's BJP-led 
coalition government has 
made fostering software 
development and the domes- 
tic IT industry one of its top 


millionaires and fuelling the 
aspirations of many young 
Indians to become the nest 
Bill Gates, Larry Ellison or 
Charles Wang. 

Today, in cities such as 
Bangalore, Bombay, Delhi 
and Madias, as wen as 
emerging centres such as 
Pune and Hyderabad, lead- 
ing Indian software compa- 
nies battle with their US and 
European IT rivals to hire 
the brightest and best engi- 
neers each year from the 
India’s premier universities 
and technology institutes; 

When Bangalore, India's 
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have woken up to the poten- 
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Meanwhile, investors and 
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share prices of India’s lead- 
ing domestic IT groups have 
soared, turning a new gener- 
ation df entrepreneurs -into 


Financial Times 
Review of Information 
Technology 

SPECIAL REPORT 

□ India's software exports; 
. IT multinationals’ role, 

pages2and3. 

□ Government initiatives; 
rural India approaches the 
hfb highway, page 4. 

13 Prospects for India's rr 
industry; cases.studies, 
pages 6-8. ■ ' . 


unofficial high technology 
capital, hosted a recent five- 
day rr.Com 98 exhibition, 
opened by prime minister 
Atal Behari Vajpayee at the 
newly completed Interna- 
tional Technology Park, 
more than 70,000 people 
turned up every day, includ- 
ing thousands of students. 

So many students came to 
the show in India's southern 
state of Karnataka, many of 
them travelling hundreds of 
miles overnight, that the 
organisers complained that 
potential Investors could not 
get in. 

At theend of the show one 
official told the local paper: 
“Whether we have succeeded 
in attracting investors to 
Karnataka or not. we have 
definitely succeeded in creat- 
ing potential IT profession- 
als from the state." . 

Ultimately, that may prove 
just as valuable because 
India will need a an expand- 
ing supply of IT profession- 
als if its software develop- 
ment industry is to continue 
to grow at the present 50-55 
per cent annual rate. 

The Indian industry, 
although still small by inter- 
national standards, has been 
growing rapidly since the 
mid-1980s, fuelled by domes- 
tic deregulation, entrepre- 
neurial Hair and the soaring 
global demand for low-cost, 
high-quality software and 
services which have turned 
India into one of the world’s 
main centres for offshore 
software development work. 

Today, - Indian software- - 
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companies sell their services 
to an expanding interna- 
tional customer list which 
includes Japanese, South 
Korean and south-east Aslan 
clients as well as those from 
North America and Europe 
on the basis of quality, speed 
and reliability, innovation 
and skills as well as price. 

Many other IT companies 
from the US and Europe, 
including Texas Instru- 
ments, Motorola and Oracle 
from the US, have estab- 
lished captive research and 
development centres in 
India. 

Recent additions to the 
roster of foreign investors 
include Germany's SAP, 
Alcatel of France and 
Japan's Sony while Micro- 
soft and Baan, the Nether- 
lands-based enterprise 
resource planning' software 


group, have both set up new 
operations in Hyderabad, 
India's fastest growing IT 
centre. 

According to annual fig- 
ures prepared by the 
National Association of Soft- 
ware & Services Companies 
(Nasscom) in Delhi, India's 
software exports jumped 
from SUbn to $L75bn in the 
year to March 31. pushing 
the overall value of India’s 
IT sector including domestic 
software and hardware sales 
to more than $5bn. 

Predictions 

Dewang Mehta, Nasscom 's 
executive director, expects 
export revenues to be worth 
$2.7bn in the current year 
and to reach $4bn by the end 
of the decade and he. consid- 
■ars the government's target 


of $60bn in annual exports 
with 10 years to be "conser- 
vative". 

Just six years ago, indus- 
try shipments totalled less 
than 9400m. That this should 
have been achieved in a 
developing country still 
struggling with a wide range 
of infrastructure problems 
and other obstacles is a 
remarkable achievement and 
testament to the determina- 
tion of the architects of 
India’s software industry. 

They include the founders 
of a clear top tier of Indian 
software companies that is 
beginning to emerge as the 
industry begins to mature. 
Most of them are among the 
top 20 exporters, including 
companies such as Tata Con- 
sultancy Services, Wipro 
Info tech. NUT, Sonata and 
Infosys Technologies, which 


account for about 60 per cent 
of total exports. 

India's success and its 
ability to outshine rival off- 
shore software development 
centres including China, the 
Philippines and eastern 
Europe, at least for the time 
being, reflects a number of 
factors, including the grow- 
ing shortage of software 
engineers in the west. 

As a result hundreds of 
companies from a wide 
range of industries including 
the IT, finan cial services and 
transport sectors, have 
turned to India's computer 
software and services com- 
panies for the IT skills they 
need to maintain and 
enhance their competitive- 
ness. 

This skills shortage has 
been exacerbated by the year 
2000 computer date problem 


and the imminent launch of 
the euro in Europe, both 
requiring massive conver- 
sion programmes in order to 
make existing IT systems 
and software compliant 

India’s geographic position 
has given the sut>continent 
a time zone advantage over 
both Europe and the US, 
enabling local companies to 
exploit the rapidly expand- 
ing international market for 
outsourced software services 
including remote mainte- 
nance. 

Indian software engineers 
can fix bugs or upgrade 
systems overnight while 
their users in Western com- 
panies sleep. However, in an 
industry in which the main 
asset is people, it is India's 
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British Telecom, 3i, GE, Midland Bank, Royal Bank of Scotlan'd, Scottish Life Assurance, Sun Life Assurance, IBM UK and 
Saab, the who's who of the corporate world trust our force of over 1 0,000 consultants, to deliver system consulting 

solutions the world over. 

We provide these solutions from our SEI CMM Level 4/ISO 9001 Certified Business and Technology Competence Centres. 
And our width and depth of experience across businesses and platforms, coupled with our belief of always being ready 
ibr the future, has today made us 'Asia's largest global software and services company 1 . No wonder the world's best 

companies trust us. 



Tata Consultancy Services 
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DOMESTIC IT MARKET by Paul Taylor 
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Government keen to ] 
the high-tech message 


ca w t l haifci 


Demand from households and small 
businesses has picked up sharply, helping 
to offset an IT spending slowdown by the 
public sector and big corporations 


When BUI Gates, Microsoft's 
chairman, visited India last 
year, it is said he was 
shocked by the state of the 
nation's infrastructure. 
Indeed, for all its success in 
software design and develop- 
ment, India remains rela- 
tively impoverished in terms 
of its own infrastructure and 
IT deployment. 

Outside the air-condi- 
tioned offices of most big 
software developers - many 
of which would not look out 
of place in Silicon Valley - 
India is a still a haffling mix- 
ture of the old and the new. 

Cable television satellite 
dishes and GSM mobile 
phones transport the prod- 
ucts of the Information age 
while people, oxen and auto- 
rickshaws carry those of the 
material world. 

With just 1.5 telephones 
per 100 people. India has one 
of the lowest fixed telephony 
penetration rates in Asia. 
Only one out of every 700 
households has a PC and in 


a nation of over lbn people, 
the PC penetration rate is 
less than two per 1,000 
people. 

Outside the main metro- 
politan areas, India's bank- 
ing system is still largely 
paper-based, few branches 
are networked and there are 
just a few hundred auto- 
mated teller machines in the 
whole country. "The state 
banks have lagged behind 
the private sector and for- 
eign banks," says KIshore 
Kapoor, marketing director 
of CITL. a leading Indian 
hanking software group. 
Similarly, most segments of 
India's antiquated public 
sector have yet to embrace 
technology despite the dire 
need for reform. 

The slow pace of techno- 
logical advance has already 
forced some over optimistic 
multinationals to re-evaluate 
their direct investment strat- 
egies and scale back their 
expectations. Nevertheless, 
despite the recent economic 


slowdown, there are indica- 
tions that the climate for the 
domestic IT Industry may be 
improving. 

Last year, despite a slow- 
down in government and big 
corporate IT invest- 
ment .spending by house- 
holds and smaller businesses 
filled the gap. According to 
the Delhi-based Dataquest 
magazine, domestic IT 
spending grew by 38 per cent 
to RslOSbn with the stron- 
gest growth in the software 
segment, which expanded its 
share of the total from just 
over 19 per cent to nearly 32 
per cent 

Declining PC prices - they 
fell by 17.5 per cent last year 
to an average of Rs40,000 - 
have taken their toll on 
some domestic suppliers, but 
have spurred growing sales 
for HCL Infosy stems, the 
market leader, anH its wain 
rivals, Compaq Computer 
and Wlpro. “We have grown 


ment has taken steps to 
encourage both the use of IT 
In central and local govern- 
ment and - -following the 
recent recommendations of 
the taskforce committee on 
hardware issues - has taken 
a series of steps to encour- 
age local hardware assem- 
bly.. 

“We recognise the impor- 
tance of IT to just about any- 
thing we want to progress In 
India, social policy, educa- 
tion and the economy," says 
Sudheendra Kulkaml, a 
member of the Prime Minis- 
ter's Office and of the IT 
taskforce. "There has been a 
tremendous amount of prog^ 
ress In the last six months 
and just about every state 
government has an IT strat- 


BM* 

JTS Group*— 


rtfisa HcLtagfcHCLWiin.WiCqiwW 

16 J18- r ;• * TCS,m,WiBM,t<wa^TTL 

OTIS ' '■ - •• - . ~ W froMttdtftWF . 

-555— HPfcrtMffro 

5,710 . ■'" 1 ~ ; 

1 wn . 1 JlShtaSS 


- ; . CMC, Baton 

Antoni Witewa 

- -- Mm 


PBnMbur 

Acer 


fWrtwr Software, I 


Infaqg 

Part Computes 


• tWoara, TWa OWp. 

IcikMtoKStiCoa taCaownfaiMC. 


frneam. MD.MnoioWlTaMoii Into, 
TamlflH Gorapatea. OMm ri iii w li n 


- -EM to tarn EM GS and Wm HMtmmm n*KMr 

-Wean M?a«wBWa**r#a»ltosna«*l 
— 99% *r*r* wttJlSlnt mi m T tata 8**. Hm M mac hM ban aw»n mpa**) 


Meanwhile, in India’s 
main cities - Bombay, Cal- 
cutta, Madras and New Delhi 
- GSM mobile telephones 
have become must-have 


the PC business strongly . Items for members of India's 


over the past three years,” large and growing middle 


says Ajai Chowdhry, chief class. Even though local 
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KIshore Kapoor of CTTL: % automation, the state banks have 
lagged behind the private sector 4 


executive of HCL. the Delhi- 
based IT group. 

HCL Insys, HCL’s hard- 
ware business, now has 
about 20 per cent of the over- 
all PC market and over a 
third of the fast-growing 
home PC market into which 
the group has just launched 

a Rs29,000 TTmriirnp challeng- 
ing “grey” market manufac- 
turers for the first time. Last 
year, about 850,000 PCs were 
sold in India, a figure that 
Mr Chowdray expects to rise 
to about lm this year. 

Sales of domestically pro- 
duced CD-Bom titles and 
multimedia training pro- 
grammes are also growing 
strongly and are now sold 
alongside music CDs and 
videos. Under pressure from 
the IT sector, Internet access 
has at last been liberalised 
and other telecoms services 
may well follow. 

For India's fast emerg in g 
technology companies, the 
web provides an ideal shop 
window for their services - 
and a level playing field on 
which to compete with rivals 
in the west 

Meanwhile, the govern- 


businesses complain that 
new fixed lines still take for 
too long to materialise, the 
fixed telephone system is 
showing some signs of 
improvement 

As import duties have 
been cut and tough new 
copyright laws enacted, 
pirated software has been 
replaced with strong sales of 
legitimate packaged software 
from companies like Micro- 
soft, Symantec and Adobe. 
In industry, sales of high-end 
business software from com- 
panies like Germany’s SAP 
are growing strongly as 
India’s commercial and 
industrial business houses 
free up to the need to invest 
in IT to ensure that they can 
compete in both the liberal- 
ised domestic market and 
overseas. 

“Potentially, this is a huge 
market," said one industry 
analyst with Caspian 
Research in Bombay. Indeed 
this improving domestic out- 
look is reflected in the flnan- 


bases, product strategies or 
service offerings have soared 
over the past two years. 

For example, shares in 
Infbsys, the Bangalore-based 
technology group which 
plans shortly to list on Nas- 
daq, the computerised US 
stock market, have soared 
over the past year. This 
reflects the determination of 
people like N R Narayana 
Murthy, Infosys’ chairman, 
to turn their companies into 
a world class software 
houses in the global market 


able to compete “on quality 
and . productivity and not 
Just cost." 

Inevitably, the domestic 
Indian software market has 
had to live in the shadow of 
the dynamic export sector. It 
has nevertheless recorded 
strong growth in recent 
years. Last year, the domes- 
tic market grew by 45 per 
cent to Rs3.5lbn led by 
strong operating system and 
office automation package 
sales and a 58 per cent surge 
in the sale of enterprise 


resource planning packages. 

Overall, the National Asso- 
ciation of Software and Ser- 
vice Companies reckons that 
overseas - companies 
launched 140 new software 
packages last year, produc- 
ing a bonanza for big resell- 
ers such as Bangalore-based 
Wlpro. However, domestic 
packaged software vendors 
have also performed well. 
According to Nasscom, 240 
new products from indige- 
nous software suppliers were 
launched last year. 


. other big domestic, pack-, 
ages Include Bines 2000 
developed by Infosys. While 
the flnimfffrl servteBfi market 
Is dominated by local I ndian 
software '.developers like 
HH, and Infosys and new 
entrants like- Synoptics - 
now owned by Britain’s Log- 
ics group - the elimination 
of import.dutfos an imported 
software has helped fuel a 
surge in packaged software, 
with sales climbing to 
Bsi.4bn- 

Aside from Microsoft, 
whose Indian sales and 
.operations are expanding 
rapidly, other multinationals 
targeting the growing Indian 
domestic market include 
SAB, Bantu' Novell. Oracle 
ppd Computer Associates. 

Among the fastest growing 
domestic market segments 
are sales of database prod- 
ucts, Cad/Cam packages and 
finan cial accounting pack- 
ages although the market for. 
EBP systems - including 
several local products - 
remains the most dynamic. 

Overall, there. are more 
than 500 companies operat- 
ing in the' domestic Endian 
software market. Leading 
local companies Include the 
government owned CMC 
group, Sonata, Tata Infotech 
and Bombay-based Mastek, 
whose products indude the 
Mamis EBP package and 
Ramco, whose EBP package 
has won critical acclaim. 

Together, these companies 
have begun to prove that 
besides providing offshore 
services, domestic Indian 
software developers can 
build innovative, leading- 
edge business software pack- 
ages capable of competing in 
the global software markets. 


MULTIHATIONALS by Paul Taylor 


Big names drawn by high 
skills and low cost levels 


To reap greater benefits from Its rapidly growing expertise in -IT, India now needs to 
move further up the scale Into higher value business sectors 


Big multinationals, 
particularly those in the 
information technology sec- 
tor, “discovered" the bene- 


cial markets. Shares of fits of India for high quality, 


India’s leading technology 
companies, particularly 
those with strong technology 


low-cost offshore software 
development more than a 
decade ago. 

Since then, India has 
become a magnet for foreign 
inward investment. It 
attracts companies from a 
wide range of industries in 
the US, Europe and now 
Asia eager to tap the Indian 
market as a source of highly 
skilled and strongly moti- 
vated software engineers 
who are still available at a 
fraction of the cost of their 
western counterparts. 

India has also been added 


ship in the fast growing mai> 
ket for DSPs (digital signal 
processors) which are used 
in many electronic devices 
ranging from mobile phones 
to modems. 

Encouraged by govern- 
ment concessions and incen- 
tives, a steady stream of US 
based IT multinationals have 
established captive software 
development units in Banga- 
lore or elsewhere. 

Video-conferencing and 
high-speed satellite telecom- 
munications links supplied 
by VSNL (Videsh San char 
Nigam Limited), India's 
international telecoms car- 
rier, and the nation’s dedi- 
cated Software Technology 
Parks have transformed 


rileli] 


to the global itineraries of these buildings into virtual 
senior IT industry execu- offices that could just as eas- 


IIS, an established supplier, provides a proven, 
high quality, low risk solution to your organisation’s 
IT needs at a significant cost saving ! 


IIS, a UK registered company, has built an impressive 
blue chip client list over the last twelve years principally 
in the finance, insurance, utilities, travel, services, 
manufacturing and pharmaceutical sectors world-wide. 
Through its four offshore development centres in India 
IIS provides very cost effective and comprehensive 
IT services. IIS works in partnership with clients to meet 
their needs and is proud of the level of repeat business 
gained as a result of joint success. IIS employs over one 
thousand staff and has access to over three thousand 
staff group wide. 


Client Benefits 

• Low cost - up to 50% savings can be realised 


• Low risk - mature, proven infrastructure and 
successful track record 


High quality- lSO 9001 /TickIT accredited 


For more information on how we can help your organisation please contact 
Paul Gardner, General Manager (Sales and Marketing). 



Langley Business Park 
Waterside Drive, Langley; 
Berks. SL38EZ 
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fives keen to explore oppor- 
tunities in the subcontinent 
for both sales and invest- 
ment. 

Recent visitors have 
m cl nd ed Bill Gates of Micro- 
soft, Craig Barrett of Intel 
and Sanjay Kumar, presi- 
dent of Computer Associ- 
ates, who was in India last 
month attending a large FT 
show in Bangalore, India’s 
established IT “capital". 

CA, which has targeted 
India for a five year $100m 
investment programme, 
already has a software facil- 
ity in Calcutta and is now 
considering setting up an 
India n development lab far 
its flagship Unicenter TNG 
software suite. 

“Coming to India for low 
cost labour is a bad reason 
for coming here,“ Mr Kumar 
told the Economic Times, a 
local financial newspaper. 
“India can do well on a 
global scale in the IT Indus- 
try. It has the intellectual 
capacity and the knowledge 
of English.” 

However, he also warned 
that India's position as a low 
cost offshore software pro- 
ducer was not snstainafile 
over time. “Too much of 
what is happening in Tndin is 
at the low [value] end." 

Mr Kumar, one of the most 
prominent Indians in the US 
IT industry, said Indian com- 
panies needed to innovate 
more and move up the value 
chain if they were to sur- 
vive. adding that India must 
quicken the pace of deregu- 
lation, particularly in the 
telecoms field, if it was to 
compete effectively in the 
world IT market 

CA is one of the latest con- 
verts to the Indian software 
development model, while 
Texas Instruments, the US 
chipmaker, was one of the 
first western companies to 
establish a “captive" IT 
development center in Ban- 
galore. 

TL which moved into a 
stunning new facility In Ban- 
galore three years ago. now 
has about 400 people there- 
working on complex chip 

designs. . . 

The Bangalore facility is 
at the forefront of TPs 
efforts to exploit its leader- 


fly be in the California, Cam- 
bridge or Osaka. 


International 

projects 


Many of these facilities are 
working on international 
projects and have world- 
wide responsibility for par- 
ticular products, others are 
part of global development 
operations UnWng together. 
Asia. Europe and the US in a 
seamless cyda. Tor example, 
Oracle, Novell and Motorola 
have all set up large Banga- 
lore-based research and 
development labs serving 
their global operations and 
both Motorola and Oracle 
are currently expanding 
their Indian facilities consid- 
erably. 

“We are continuing to 
grow" says Banian Chak. 
executive director of Oracle 
Software's Indian Develop- 
ment Centre (TDC) in Banga- 
lore. As well as building a 
second facility in Bangalore. 
Oracle has also set up a 
facility in Hyderabad’s fast 
developing High-Tec City, 
the brainchild of Chandra- 
babu Naidu. Andra Prad- 
esh's go-ahead chief minis- 
ter. “Hyderabad will enable 
us to develop a new 
resource," says Mr Chak. 

But despite Bangalore's 
over s tr et ched infrast r uct u re 
and notorious power prob- 
lems, US, European and ; 
even a few Asian multma- ' 
tionals are continuing to 
arrive. 

Among the recent new 
entrants are Siemens of Ger- 
many, which has established 
large software development 
.Operations, and Lucent, the: 
US telecommunications 

group which has built a new 
fadllty next door to TL 

Other new arrivals Include 
Germany's SAP, Ericsson of 
Sweden and Glaxo-Well- 
come, the UK pharamaceuti- 
cals group. Sun Microsys- 
tems. which has a growing 
sales operation in India, is 
also understood to be consid- 
ering an investment. 

Nevertheless, as Bangalore 
becomes more crowded and 
attrition rates among soft- 
ware engineers reach even 


higher levels, some overseas 
investors . are looking to 
India's other emerging tech- 
nology centres to establish 
their Twtian operations. 

"Five years ago, there was 
no choice but to come to 
Bangalore," says Kiinal 
Kashyap of Arthur Ander- 
sen. “Now, that is not the 
case. Hyderabad, Madras 
and Pune are all growing 
rapidly while Bangalore’s 
infrastructure problems, 
power, and roads all get 
worse." 

Microsoft, Oracle and 
Baan, the Netherlands-based 
enterprise resource planning 
software vendor, are all 
developing facilities in 
Hyderabad. Cisco, the US- 
based networking equipment 
market leader, has set up a 
software development facil- 
ity in Madras in partnership 
with HCL, the Indian IT 
group whose other offshore 
partners include Perot 
Systems, Deluxe Corporation 
and James Martin. 

After watching the success 
of established Indian IT cen- 
tres like Bangalore, Bombay 
and Delhi, most Indian 
states have realised that fos- 
tering inwards investment in 
the IT sector has many posi- 
tive economic benefits. 

Competition for new 
investment is therefore 
intensifying at the same 
time as the labour market in 
cities like Bangalore 
becomes more problematic. 
Software engineers ’s wages 
are currently rising by about 
25 per cent a year or more 
and attrition rates in Banga- 
lore and some other areas 
are running at between 30 to 
40 per cent a year as multi- 
national companies and 
Indigenous software develop- 
ers vie for the experienced 
developers. “You cannot run 
a business on that basis,” 
says Mr Kashyap. 

The challenge of bnilding 
an Indian software develop 
ment centre from scratch is 


one of the factors fuelling & 
new wave -of mergers and 
acquisitions in India. 

FI Group, the UK-based 
computer services company, 
led the way last year when it 
acquired US Infotech. a fast 
growing Delhi-based soft- 
ware group built up by Saur- 
abh Srivastava, for £22m. 

“It has been a near perfect 
marriage of two companies," 
says Mr Srivastava. ISS is 
growing by between 50 to 60 
per cent this year and now 
unploys 1,200 people 

Since then Loglca, another 
UK-based computer software 
and services group, has 
acquired Synoptics, an inno- 
vative Bangalore-based 
start-up which has developed 
a component-based banking 
package. 

Meanwhile Rave Technolo- 
gies, a Bombay-based 
start-np founded by entre- 
preneur Anand Jhaveri and 
which now employs 60 
people, has merged with its 
UK-based partner, Kama ties. 
Revenues for the group, 
which has specialised in 
leading edge software devel- 
opment including Java-based 
projects, doubled last year. 
“The trend towards Java and 
web-enabled applications is 
very strong." says Mr Jhav- 
eri. 

Other Indian-based soft- 
ware groups, inducting HCL, 
Datamatics and Mastek are 
expanding their overseas 
operations In a bid to build 
truly global IT groups. 

“We are looking at an 
acquisition in the US to give 
us the critical mass there," 
says Rahul Kanodia, Data- 
matics’ joint managing direc- 
tor. The Bombay-based 
group, which has a number, 
of top Japanese customers, is 
also planning to set up 
offices in Japan and the UK. 
ft is likely that others will 
follow reflecting the growing 
internationalisation of the 
Indian industry as it begins 
to mature. 


To all our valued customers 


ION Infoonation Technologies Limited wish aQ our business 
partners a Merry Christmas and a prosperous New Yean 


ION will continue to make technology work for your 
organisation by providing timely efficient software 
solutions, tailored to your needs. 


We provide business focused solutions to local government 
and commercial enterprises. Talk to us to find out how we 
can help your organisation in areas such as bespoke 
software development, web/ c-commercc, infrastructure 
development/ implementation and dntnb nsc migration. 


Special thanks to our sister company, Information 
Technologies (India) Limited, for partnering with us in 
creating a great offshore solution provider. 


ION Information Technologies limits 
2 - Ftoor Tbmple Chambers, 4-10 Corporation Street 
High Wycombe. Bucks HPI3 tiTH 
Tfei ; 44 01494 SU 490 Fax: 44 01494 512 491 
Email: ton@kmilcn.nk 
Website wwwJonft.com 
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INDIA: INFORMATION TECHNOLOGY 


SOFTWARE EXPORTS b v Pam Taylor 


rate continues 


th^'ic , ea T in 9 s have been moving ahead to record levels, with 
o eaaing the accelerating derriand for Indian software • 

todia has emerged as one of r^_..' . .. ’ • • . - - ' • 


tufa's topiMsoftware exp orter s 


the leading software export- 
ers among developing coon- 
tries with a nn ual exports 
expected to. top SlObn within 
the next three years.' 

"Exports have been grow- 
m S very healthily." says Pra- 
deep Gupta, managing direo 
tor in India of International 
Bata Corporation, the mar- 
ket research firm. 

“We think that we have 
just scraped the surface," 
adds Sudhakar Ram of Mas- 
tek. one of India’s top 20 soft- 
ware exporters. 

The remarkable success- of 
the Indian software export 
sector since the mid-1960s is 
reflected in the annua l fig- 
ures prepared by the Delhi- 
based National Association 
of Software and Services 
Companies (Nasscom). 

Last year alone (1997/98), 
software exports grew by 
more than 67 per' cent in vol- 
ume terms and 55 per cent in 
terms of value to Rs65.3bn 
($i_75bn). 

Despite delays earlier this 
year in the approval of addi- 
tional HIB Visas for T’nrHm'n 
software engineers working 
“onsite", and the Wit - pb* of 
sanctions following the Indo- 
Pakistan nuclear tests, Nas- 
scom still expects export rev- 
enues to grow by at least SO 
per cent to RslOObn ($2.7bn) 
in the current year. 

Overall, software exports 
have been growing by more 
than 55 per cent annually 
over the last five years and 
the pace of growth shows no 
signs of slackening. "Last 
year was the highest growth 
rate ever for the Indian soft- 
ware export industry," says 
Dewang Mehta, Nasscom ’s 
executive director. 

This growth partly reflects 
special factors like the surge 
of year 2000 conversion work 
triggered by the looming 
millennium computer date 
problem. 

But it also reflects the. 
growing maturity of India's 
software industry, and 
greater customer confidence . 
in the industry's ability to 
deliver high quality products 
and services on time and 
within budget. These factors 
also help, explain why,:: 
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despite rising tfage costs, 
India has been able to con-' 
tinue to increase the soft- 
ware export business in fcte 
face of growing competition 
from programmes in coun- 
tries like Russia. China and 
the Philippines. 

"India is unique in that it 
has a very highly, educated 
population." ssys L S Kano- 
dia, chairman of. Datamation 
and one of the fathers of 
India's software revolution. 
“The other great phis from 
the international point of 
view Is that India is English- 
speaking in contrast ' to 
China and other countries." 

Indeed, driven by the 
demands of ofi&hore cHant* . 
for low-cost, high-quality 
products and! services, 
India’s software export 
industry has become one of 


Indian software exports go 
to the US and almost 160 out 
of the Fortune 500 compa- 
nies outsourced their soft- 
ware require m e nt s to India 
last year. 

Europe is India's second 
biggest software expert mar- 
ket and accounts for a grow- 
ing share - 22 per cent last 
year. Five., per cent of. 
exports go to South East 
Asia, 4 per cent to Japan, 2 
per emit to West Asia and 6 
per cent to the rest of the 
world. 

- "This clearly shows that 
companies around the world 
can obtain competitive 
advantage through alliances 
with Indian software compa- 
nies," says Nasscom's Mr 
Mehta. In Europe, companies 
like Siemens of Germany, 
British Telecommunications 


the most dynamic sectors of and Deutsche Bank all rely 
the Indian economy, a valu- on Indian software develop- 
able foreign exchange earner os and the chang w: needed 
and an important source of to prepare for the introduc- 
new professional iobs for tion of the euro are likely to 
India’s expanding young expand the European mar* 


middle Hawn youth." 

Indian' software engineers 
maintain and update 
systems to help companies 
in the developed world 
remain competitive and 
react quickly to commercial 
opportunities. In the US. 
Europe and now Asia, a 
growing number of. compa- 
nies in the financial sendees^ 
retail and manufacturing 
sectors; are increasingly 
dependent on Indian techni- 
cal know-how. 

The US is predictably 
India's biggest export mar- . 


ket. 

Nasscom's own research 
suggests that work related to 
the introduction of the euro 
could be worth more than 
$2bn alone to the Indian soft 
ware industry over the next 
three years - further aug- 
menting the year 2000 con- 
version work which is cur- 
rently under way. 

The Indian companies 
undertaking this work are a 
diverse mixture of new start- 
ups, joint venture compa- 
nies, foreign implants and 
spin-offs from some of 


keL .About .Ep per cent of India’s . oldests ehd..;pu>sl 


well-established industrial 
groups. 

According to Nasscom, 
there are almost 630 compa- 
nies in India involved in 
software exports - another 
180 small companies collec- 
tively account for revenues 

Fourteen . 
companies 
exported more 
than Rslbn of 
software, while 73 
companies had 
export revenues 
of over RslOOm 
last year 


of less than RslOOm). 
Together, these companies 
employ about 200,000 soft- 
ware engineers, making the 
second largest group of soft- 
ware professionals in the 
world after the US. 

However, these companies 
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vary dramatically in both 
sixe and structure. Last year, 
14 companies exported more 
ttum Rslbn of software and a 
total of 73 companies had 
export revenues of over 
RslOOm. Reflecting this 
growing stratification of the 
industry, the top 20 export- 
ers accounted for alm«e 60 
per cent of total exports. 

These big exporters 
include companies such as 
Tata Consultancy Services 
which alone had software 
exports of almost Rs9^bn 
last year - nearly 15 per cent 
of the industry total. As a 
result, Bombay-based TCS 
emerged as India's biggest IT 
company, the first time a 
software group has held this 
position. 

Other top 10 software 
exporters include Bangalore- 
based Wipro Systems and 
lnfosys Technologies, the 
Delhi-based HCL Group, Pen- 
tafour from Madras and 
Satyam Computer Services 
from Hydxabad - India's 
fastest growing IT centre. 

Most of these indigenous 
Indian software companies 
have emerged from existing 
Indian industrial groups, but 
the top 20 exporters list also 
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Is your organisation geared to meet these unavoidable deadlines? 

If not, call us at Hexaware! 

' Why? - We have successfully addressed these major threats for organisations such as:- 

Air Canada, Alliance Capital, Bljne Cross Bine Shield, EMI USA, Holland and Germany, 
Equitable Life Assurance Society, Frontline Limited (a BBC and EM AP. partnership) 

and Princeton University to name a few™ • 

“Offshore Conversion Services Leader, Hexaware Technologies... has developed complete 
offshore code conversion solutions using satellite links to India and onsite project management-.." 
.... from META Group's “Select 20" 

We partner with companies tq provide a comprehensive suite of services including - 
Euro, Y2K, ERP and e- Commerce solutions: 

■ Euroware - Services covering: Euro Strategy. Business/IT Impact Analysis, Big-Bang conversion. 
Wrapper solutions and legacy data nugration. 

■ Service 2000 - Complete end to end solutions from Impact Analysis through to Conversion and 
Testing services: Y2K compliance far -desktop PCs. 

■ ERP - Implementation serv ices. for Asoplesoft. SAP and Oracle. 

■ e-Commerce - Complete solnuons integrated with legacy sysrems and workflow. 

We can offer fixed priced projects with guaranteed customer satisfaction 


‘.‘Partnering for. success” 

www.hexaware.com 


For more information call Jason or Allen oh +44 (0)1753 773023 


USA 

Hexaware Technologies Inc^ 

5. Independence Way, Princeton, 
NJ 08450, 

USA . 

TH:+1 (609)951-9195 - ’ ' 
Bax: +1(609)951-9638 
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" fti: +4M0J1753-773O26 '- ’ . ' 
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Hexawarelufosystems Ltd, 
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96 Panllieoo Road, Egroorc, . 
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includes foreign joint ven- 
ture and "captive" compa- 
nies like IBM Global Ser- 
vices, Mahindra British 
Telecom, Citicorp Informa- 
tion Technologies. Siemens 
Information Systems and 
Hewlett Packard India. 

Typically local Indian soft- 
ware companies follow a 
aimflar development pattern 
as the move up the value 
chain. They begin by export- 
ing cheap labour overseas or 
“body shopping". 

This phase, which the 
Indian software industry 
entered in the 1980s, enables 
companies to build credibil- 
ity with potential clients, 
and while marg ins in export- 
ing cheap labour may be 
thin by international stan- 
dards. low manpower costs 
mean exporters can still 
achieve healthy profits. 

Secondly, they begin to 
bring work back to their 
home countries nsmg cheap 
labour to provide offshore 
services. This type of con- 
tract or project-based work 
eliminates costly travel and 
helps build the local infra- 
structure. 

In this phase, many Indian 
companies have established 


"software factories" or units 
dedicated exclusively to a 
single client. These hlgh-se- 
curity units - such as those 
established by companies 
such as Wipro. BFL and 
Madras-based Square-D - 
ensure confidentiality for 
long-term partners and oper- 
ate as extensions to their 
in-house development teams. 

For these companies, satel- 
lite communications remove 
distance as an obstacle to 
doing business. Six years 
ago. VSNL, India's interna- 
tional telecoms carrier, sup- 
plied just ten 54Kbps satel- 
lite data links. Now, Indian 
software companies have 
more than 590 leased lines 
capable of delivering 64Kbps 
or greater. 

The shift from on-site to 
offshore work has been quite 
pronounced in the past 
decade. In 1990. the percent- 
age of work done offshore 
was a mere 5 per cent. Today 
that figure has risen to 
about 41 per cent and contin- 
ues to climb. 

The next phase is to build 
packaged software products 
for export overseas, or pro- 
vide high value-added ser- 
vices such as consultancy 
and systems integration. 
These are the highest mar- 
gin businesses in the global 
software industry and the 
longer-term goal of most 
companies in India as else- 
where. 

However, the packaged 
software business in particu- 
lar requires more initial cap- 
ital - which is in short sup- 
ply in India - and is much 
more risky than contract 
work. 

Successful products also 
require good market under- 
standing and hefty market- 
ing expenses which offset 
the cost advantages of devel- 
oping software packages in a 
developing country. 

Today, most Indian soft- 
ware companies 'undertake a 


variety of work for their 
overseas clients - maintain- 
ing applications, converting 
code or migrating software 
from one platform to 
another. But increasingly 
they are also undertaking 
more challenging work for 
their overseas clients Dr par- 
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Sudhakar Ram of Mastefc, one 
of India's top 20 software 
exporters, says: ‘So far, the 
industry has just scraped the 
surface.' 

ents, including full-scale pro- 
jects from design to testing 
and delivery. 

Many of the larger Indian 
companies are also expand- 
ing their international pres- 
ence. They are setting up 
offices in the US, Britain, 
continental Europe and now 
in south-east Asia and east 
Asia. 

□ Government initiatives: 
see report by Mark Nichol- 
son in Delhi, page 4. 

□ Technology's impact on 
India: see report by Dewang 
Mehta, executive director of 
Nasscom on pages 4 and 7. - 


high quality 
low cost 

software development 
off-shore/on-shore 


■ 

>' . > 1 -i-' .y ■ r'-S f * 


f r'y f 

,:'4 

Vr 



EURO 

YR 2000 COMPLIANCE 

• INTERNET/ INTRANET 

• CUSTOMISED SOFTWARE 
DEVELOPMENT 

• LEGACY SYSTEMS 
MAINTENANCE/SUPPORT 

• BLUE CHIP CLIENTS 

• BRITISH COMPANY 


(44) (0) 1225 S52612 
(44) (0) 1225 S5S041 

olo&alsw-'? 'co >T: □uscrve.com 









A m 


FlNAJ^C^TOfflS . WED^^r ««GEI^^1998 



TECHNOLOGY’S IMPACT by Dewang Mehta 


Rural India on the info 


Millions of India’s villagers who. as yet, do 
not have telephones in their homes, can 
nevertheless walk to the village phone 
booth and dictate Internet messages 


Her face hidden behind a 
colourful veil, an illiterate 

woman stepped in front of a 
computer screen In a remote 
rural district of Uttar Prad- 
esh. a state in northern 
India. 

Chameli Devi was amazed 
when she saw and heard a 
message from her husband. 
Ram Singh, in the small pub- 
lic telephone office in Jaun- 
pur last month. He had 
recorded it from a similar 
booth in Mumbai. 1,240 km 


away. 

The couple inaugurated 
the world’s first commercial 
video-email that will eventu- 
ally enable millions of poor- 
illiterate people to communi- 
cate cheaply. 

Costing Rsl5 for a three- 
minute message, the facility 
transmits video images and 
the voices of users to e-mail 
accounts just like text mes- 
sages. 

Devi, who works in her 
fields and knows nothing of 
computers or electronic 
mail, paid the booth owner 
RslO extra to open a stand- 
ing e-mail account, including 
her husband’s picture that is 
stored on a ha rd disk at the 


booth. Until now, Devi had 
to wait weeks for surface 
mail from her husband, 
whom she sees only for one 
month a year. The faculty, 
likely to be launched in sev- 
eral public booths across 
India, will also provide video 
e-mail messages tn local lan- 
guages. 

This e-mail facility was 
tested by inviting 18 Mumbai 
taxi drivers who come from 
Jaunpur to record messages 
for their wives and children 
back home. 

The Government of India's 
Information technology task- 
force has suggested various 
means of propelling large 
numbers of Indians towards 
the global information revo- 
lution which has so far 
touched only a fraction of 
the country’s nearly lbn 
people. 

Despite a boom In the use 
of computers, India has an 
installed base of only 2-3m 
personal computers and 
about 130,000 Internet sub- 
scribers, with each connec- 
tion, on average shared by 
up to five people. The com- 
munications ministry has 
said it will provide all dis- 



Dewang Mehta: Internet factHies wffl become widespread 


trict bubs across the country 
with Internet connectivity. 

Poor illiterate villagers, 
who do not have telephones 
and do not write letters, can 
now walk up to the phone 
booth and dictate Internet 


messages. 

This is almost an Internet 
revolution. Thus not only 
the urban population but 
even rural Indians have 
started stepping onto the 
information superhighway. 
All of this is taking place 
under the backdrop of the 
opening up of Internet 
access in India. 

The Internet policy 
announced by Atal Behari 
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Sonata Software 
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Pedigree: 


x tuigt • ped'i-gri, n. a line of ancestors: a scheme or record 
of ancestry: lineage: genealogy: distinguished and ancient lineage: derivation, 
descent: succession, series, set -adj. of known descent pure-bred, and of good stock. 
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We’ve leased lines to the who's who of corporate India and put them m touch with the rest of the. . 

. world. A feat that could have been brought about only by a world-class infrastructure and 
state-of-the-art technology. As India surges ahead into the 21st century, VSNL has pledged itself 

to making the nation an Information Superpower to reckon with. 


VSNL- India's vehicle for thrust in Information Technology. 
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merce - but also more liter- 
acy and. employment 
Today, there are more 
than 1,000 companies offer- 
ing web design and content 
development sendees in 
India. These companies spe- 
cialise in the latest technolo- 
gies and are gearing up to 
transact e-business on the 
net. But for that there Is a 
need to introduce cyberlaws 
in the country. 


New rr Act 


Vajpayee, the Indian Prime 
Minister, last month is 
.expected to unleash hun- 
dreds of private Internet Ser- 
vice Providers in India. 

According to a survey con- 
ducted by India’s National 
Association of Software and 
Service Companies (Nas- 
scom). the country Is proj- 
ected to have more than 
1.5 m Internet subscribers by 
the turn of the century. 

Undoubtedly, the software 
industry is ecstatic as more 
Internet proliferation would 
not only mean more busi- 
ness opportunities - such as 
Internet web designing, con- 
tent development and e-com- 


India’s department of elec- 
tronics has done extensive 
work in drafting an Informa- 
tion Technology Act, which 
will be introduced in the 
Indian Parliament this 

month 

This will not only contain 
provisions for digital signa- 
ture, but also amend out- 
dated laws. Political observ- 
ers believe the proposed 
Information Technology -Act 
will have a smooth -»p>inng in 
parliament as all political 
parties are in the favour of 
enacting cyberlaws. 

The provisions of the Act 
are in conformity with the 
WIPO Copyright Act and the 
WIPO Performance and Pho- 
nograms Treaty. Legal 
experts believe that many 
provisions of this act are at a 
par with the Digital Millen- 
nium Act, introduced in the 


US Congress. 

In yet another exercise, 
the government and the 
industry Is also gearing up 
towards content develop- 
ment on Internet Already, 
Nasscom Is setting up a 
National Internet Centre of 
Excellence. 

The objective of NICE is to 
create standards for Internet 

content for local languages 
and also to promote excel- 
lence in development of - 
Internet web sites and data- 
bases. It would also under- 
take training of teachers. 

Undoubtedly. India today 
houses the second largest 
English-speaking scientific 
manpower pool in the world. 
But, for a nation of almost 
lbn people, only 4 per cent 
are proficient in English. ■ 
Therefore, there is a strong 
effort to push Internet in 
local languages. 

Proliferation of Internet in 
local languages may be more 
through cable television- 
rather than a conventional 
personal computer. India 1 has- 
already seen a real prolifera- 
tion of cable TV connections. 
If the installe d base of per- 
sonal computers in the coun- 
try, is only 2L3m, then India 
boasts of 37m cable TV con- 
nections. 

This is the second largest 
volume of cable TV connec- 
tions in any country of the 



S-maXng thsr.wtxkfc In urban aocLrmi areas, the pubic can delate 
Internet massages from puMc cal office* 


world. The cable TV indus- 
try has mushroomed largely 
due to its entertainment con-, 
tent, which baa tremendous 
local flavour- For the Inter- 
net to proliferate in India, 
the flavour 1 of local con ten t 
and innovative . methods 
such as video e-mail would 
have-to be devised. 

Cities such as Mumbai, 
Bhubaneswar, Pune, Hydera- 
bad and Bangalore are lay- 
ing fibre qptic for cable TV 
so that consumers can gain 
access to the Internet by 
taotaTiing - extra set-top boxes 
on their TVs. 

Experts in software indus- 
try believe that widespread 


Internet proliferation in the 
country -through unlimited 
number of ISPs would not 
only lead to a huge volume 
of ©-commerce, but also to 
products and packages being 
developed in the country. In 
addition, the Internet could 
also, be used for distance 
education through the con- 
cept of virtual universities. 

For a vast country like 
India, the arrival of private 
ISPs, could not have been at 
a better time. 

□ The writer is executive 
director of India’s National 
Association of Software and 
Services Companies, Nas- 
scom. 


GOVERNMENT INITIATIVES by Mark Nicholson 


Task force cuts red tape 


to spur IT sector growth 


The rapid growth of India’s software market has been helped by the absence of 
bureaucratic interference and excessive controls . 


If there is a sense of 
momentum hghfari the Bhar- 
atiya Janata party-led gov- 
ernment’s drive to promote 
software and information 
technology - among its more 
successful initiatives so far - 
it is probably partly because 
there is no ministry erf soft- 
ware and information tech- 
nology. 

Indeed, some of the soft- 
ware industry’s pioneers 
have long said that the 
industry was helped to flour- 
ish in the late 1980s and 
since by the fact that it fall 
under no existing industrial 
or exporting licences or con- 
trols. None of India’s dated, 
fusty and centrist conh-ols 
anticipated the technological 
revolution which spawned 
the sector, no ministry was 
in place to constrain it with 
bureaucracy. 

“If you look at two of the 
things India is best at, it is 
because there is no minis- 
try," jokes Dewang Mehta, 
executive director of the 
National Association of Soft- 
ware and Service Compa- 
nies. "One is our beautiful 
women, another is software. 
There is neither a depart- 
ment of software nor of 
beauty.” 

Thus, when the BJF-led 
government made IT devel- 
opment a priority, it was 
able to start more or less 
with a clear field. And the 
sector has from the outset 
been identified by the BJP as 
a priority. It was the sole 
party to devote attention to 
the sector in its election 
manifesto, partly a reflection 
of the fact that the success 
of India's software industry 
appealed directly to the par- 
ty’s strong economic nation- 
alist agenda.. The party 
speaks of Tnatri-ng India an 
“infotech superpower". 

Soon after taking power, 
therefore, and to create a 
change agent in the absence 
of any existing department, 
the BJP created a national 
task force on information 
technology. 

This is an lS-strong body 
drawing together bureau- 
crats from appropriate min- 
istries. politicians, including 
Chandra babu Naidu. the 



Prime Bfirister Atal Behari Vajpayee launched the National 
Ta skforce for IT and Software last May 


“high-tech" chief minister of 
Andhra Pradesh state, and 
industry leaders; it is headed 
by Jaswant Singh, deputy 
chairman of the planning 
commission. Uniquely, the 
task force imposed on itself a 
series of deadlines for its 
reports and initiatives, and 
set itself an expiry date of 
December this year. 

Constituted on May 22, it 
Issued its first recommenda- 
tions on July 5. These com- 
prised 108 detailed recom- 
mendations embracing 
everything from moves to 
clear existing bottlenecks 
hindering the software and 
IT sector, promotional poli- 
cies and guidelines for an 
overall “national informali- 
ties policy”, including full 
and liberal recommendations 
for an Internet sendee pro- 
vider policy. 

The whole was officially 
gazetted by July 25. and the 
task force has since pro- 
duced a report on the hard- 
ware sector, while also being 
handed responsibility for 
reviewing India's overall 
telecoms liberalisation pol- 
icy, a giant task and one 
which, say its members, 
derives from the “credibil- 
ity" the unit has won. 

Although not all that the - 


task force has recommended 
has yet become full-blown 
policy, nevertheless it has, 
by Indian standards, been 
something of a whirlwind. *1 
don’t think In recent history 
have so many resolutions 
been formed and passed so 
fast." says Mr Mehta, also a 
task force. member and its 
spokesman. "• 

Behind its success, say 
insiders, lies its relative nim- 
bleness and energy. Though 

nationally 18 -strong, the task 
force has been driven along 
chiefly by three Individuals: 
Mr Mehta, whose industry 
lobby, Nasscom, is among 
India’s best organised, N. 
Seshagiri, director of India’s 
national Informalities centre 
and a- hugely experienced 
bureaucrat and Sudheendra 
Kulkarni, a former journalist 
and member of the prime 
minister's . office, whose 
belief in India's IT potential 
borders on the messianic. 

Throughout, the task force 
has had the full backing of 
Atal Behari Vajpayee, the 
prime minister, with whose 
authority, say insiders. Mr 
Kulkarni has wheedled, 
cajoled and organised vari- 
ous other -government 
departments in behind the 
proposed IT policies. 


“Fear someone so new to 
the system,, be certainly 
knows how to work it" says 
a close observer. It has also 
helped that. Nasscom has 
long had a well-articulated 
series of policy demands in 
place and upon which the 
unit could draw. 

Thus, among the task 
force's gazetted recommen- 
dations, have been amend- 
ments to the depreciation 
rate on computers, from 25 
per cent a year to 60 per 
cent, policies to allow “sweat 
equity" for software employ- 
ees, moves to underpin 
greater bank lending to the 
sector, . commitments to 
accelerate the duty schedule 
for all IT products, to make 
them aD zero rated by 2002, a 
fully fledged and liberal 
Internet policy and various 
customs and export exemp- 
tions. 

The unit has successfully 
pressed for Indian software 
companies for the first time 
to list on overseas 
exchanges, and to use for- 
eign exchange to purchase 
companies abroad. 

Not afl. these policies have 
yet been implemented. And 
the test of the BJFs Tf drive 
will lie In ensuring that 
those policies whose imple- 
mentation lies under the 
often dead hand of other 
government agencies are, 
indeed, effectively put in 
place. 

The biggest achievement, 
however, according to Mr 
Kulkarni, is to have “created 
a certain atmosphere” of 
momentum behind IT in the 
country - and perhaps also 
within the bureaucracy. 

“It is in conveying to the 
nation that there is a big 
opportunity for India, that 
here's an area where India 
has a natural advantage and 
that we most not lose time. 
We are in the process of 
changing the mindset and 
ensuring the government 
facilitates and does not hin- 
der the process. And we 
have to, at the same time, 
acknowledge that much that 
has happened in India in this 
sector is not because of the 
government but despite the 
government" 


VC-^+ - VB - Java - Delphi - DCOM - Active X - Oracle - SQL Server - Sybase - Btrieve - NT - Novell 


Build an exclusive partnership with Rave Technologies.., 




With over 10 years experience In building turn-key solutions for US and 

European clients. Rave Tschnologia* has built up a portfolio of long-term software 
^ development partnerships, which are based on our exclusivity promise - 

we will not work for our clients' competitors. These partnerships leverage 
Rave's focus on Windows and Client Server technology, allowing 


our clients to focus on the business issues. 


RAVE TECHNOLOGIES 


NOT YOUR COMPETITORS 


The off-shore software solution 
1SB BtadkMus Rond London S£1 SEN. UK 
1*44(0)171731 TUI £aafatlsns«m4adLHuft 


www.rave-tech.com 








s-f-.W 




I I initial 









& 


S <’%Y 1,| , , 


'"‘U- 





fhl-ilS 

,dr-r. 

■ !w- 
*■ (\ 

‘I [i i - 

h V, : 




rMr- 

l*vr««: 


I tape 
rowth 


i fcv V.-* . : 


Li- 

»i 

K u :\ , 

P'-J-- ' 

■ rlS^. w , 

«i :t ■ 

> ’ - ' 
U; ! ! 


ir • •. 

>■», . 

»-V l-V 

. tU 


1-J ■' 

■ •:*•■.••• 


p/ -T> . 


I*—, 
i^r. ■ 


t .? 

V 



kV* 

,T '" 




***-** 


gpi'mr' **• 




M '** 


>4* 



FINANCIAL TIMES 


i# £ 


*** : 14 


WEDNESDAY DECEMBER 2 1998 



Message from 


< 0 \ 


Prime Minister Mr Atal Bihari Vajpayee 
IT is India’s Tomorrow 

Information Technology is 0 /ie of the greatest boons of science to humanity. It is 
revolutionising life on this planet like no other technology has m human history, 
b has been impacting on the economy, communication, culture, educational system 
and social interaction in all the countries, bringing them closer in a world 
transformed into a Global Village and laying the foundation for a new civilisation 
India, as the cradle of civilisation,. is poised to become a major IT power in the 
coming years and contribute to the realisation of its many promises for our own 
benefit and. for the global good . 

My GnvernntenTs commitment In IT is evident in the pash-breaking work done by 
the National Task Force on Information Technology in just six. months. We are 
removing the bottlenecks in the path of software development, aiming so export 
$50 billion by 2008 . We are planning to make India a major centre for hardware 
manufacturing and exports. Recognising the indispensuble need to expand and 
modernise our telecom infrastructure to world standards, we are undertaking 
fundamental reforms in policy. The new.policy will create a competitive and well- 
regulated environment to harness the full benefits of convergence between telecom. 
IT. media, and consumer electronics. The recently announced liberal ISP policy, 
which removes the existing public-sector monopoly, is a pointer to the direction 
in which we shall move. 

India's new focus on IT has naturally opened up tremendous opportunities for 
foreign IT companies and professionals for investments, joint ventures. RAD. und 
import and export of goods and services. Not only the Central Government, but 
also «// the State Governments are creating a supportive framework to facilitate 
domestic and foreign investments. / believe that IT is India’s Tomorrow. 1 invite 
you to participate in ushering in. and benefiting from, this bright tomorrow. 


Prime Minister 


Accelerating IT Development In India 

National IT Task Force draws up path-breaking Action Plan 
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Expanding Horizons in Connectivity 

The Software capabAbes are being ably supported by ihe intartructue requbnd to support its marketing md access I n this connection a 
Nabonatl^OTtXionlrmas&uckae is developed so asnpu in pbrxaixn^letes^m on (ttomatiaishairignalimmle It is being 
lurtho dove-taded with the Glottal information tafrasfcuctareand tool Wonnation Wrastnrctoe (GB-fB-LI). 

These strategies tave been given enpehc by faliberfisallon of MlrtemetConnerai^FWcyannimHJ on November 6. 1998 as per 
which Private Service Prowdereare 'BMted to enter the WemetSe^aMartel which was hBwto'landted by one public sector company. 
Now any company n India can. whupio 43% foreign equity, applylora licaBe to provide Hemet Services. The fcence shaflbevatoliof 
1 5 yrarsandBee shaft be no licencetee lor BBtefecyeare and wouHteatotoRBorefartesubsequBnHBrM Private ISPs can obtei 
transntesM tints bom DoT. licenced Bass Sen/ioe operas anda hostol ofier agwoes. I is opeded tat this poBcywo*! help tather 
consohdateand de v elop the SoftwMc«awmeierceatfaMabia 



SOFTWARE INDUSTRY IN INDIA 


■ Sotaa Erovl Mrtv 
| Donme Sofeue MM 

■tXf 


(in OSS rNMai 



• -1995-B6 1986 87 r997 M 


SOFTWARE INDUSTRY IN INDIA 

Projections lor 199B-200B 


f Soton Ewrf kdusuy 
DonwcSnfcmMiM 
mm Sotne MEtry n hja 


(mUSSOMk) 



\99B-99 2D00-01 2002-03 


200009 


Cmooiurd in 


Arxodo^.aNadanailaskFaiixcmlrtkxinationTectaioioayand 
Sofcae(3evetopmertwasconsftjiedinM^1998. lhs Task Face is 
chaired by ». .haem Singh. Deputy Chainnan Pfenning Comnission. 
aidaKhared by Mr. N. ChanOababu NakJu. Chet Master ot Andhn 
Pradesh, and Dr. M GKMeron. tarn® Minster oiStefi tor Scienceand 
Teclmoloro. Its members nchide emaient representative; tram the 
Government, indu^yand arademia. 

The Task Force's rrandtie indoded retBrnmerring irrenerSalB 
stgs thi fle Government needed to take to remove bodleneds n die 
pah rtf rapid dev^opmerd ol IT in kvfia and give a big boost to Indian IT 
andsobae Musty. Ttws¥Bspnvnpt^res|ioadedteiinab(iuianionBi's 
time iile tom dan WonnamledirolaByAioftPlaa containing 100 
recornendaSorecov^botilBBeneckaeasandbr^ 
maasuES dot are crucial tar boosting IT in tndk A basic objective was 
to create the policy ambience Ire a teg* ol a US S 50 billion arcul 
eqnrt ol IT SoOwareaid fT senses by 2008, over a comnwisuately 
lage domesftc JTnaM spread aft mu Be coudry. The IT6* Force’s 
le cum Bidaticire^teaoftwaeMustyi^iticdyqaddy accepted 
by the Govermwl. but many ol Bwm hare alresjy been vrojemorited. 
WVm 1 0 daysiftaFbice'sWiepori, die Finance MiEterannarced 

asenesatimEn&^iofSiesolrwaieJxiustiyiiifndB- 

Tbesecond report ol the ITfek Force on Hatimre wassubnSled 
on Novembers. 1998 aid ds recommendationsae beingstuSed by 
the Government. 

Some o f the NgNigffc of die fT Task force recommendaflons 
accepted by the Government of fcvfemay besummarised as tallows - 
• telncenHires : 100 percent imam lax ejtemptwn to exports of 
IT Enabled Services Irke medical transcription. caH centre, data 
processing, internet content development Has ism attrition to fata 
oonpdonalraady granted to sotowBogwrls; wo dutjronaBlondsof 
IT software; no wflhhotdmg taxon remfance ol money ol royalty on 


Mr Junnua Singh. Chairman if ihr ,Vi mmhm/ fT Tlitl F.mr 
j Mfye nl tr s ibr srrr*d Rrp.>n of the Uni Fmr ■» Hunlum mthr 
Primr Mtahwr Mr. Ajuf Brhtm Wjinir m KanvlHT t IWi 

compute sotoffit no service tax on the rantotflersofaaraaatcjTv. 

• Customs Bonding ; The ftdiqr to eeropl software developers 
and exporters Irom physical and acorns Danfflng at tenons e4»c 

OnmMUnrts ffOU). Erpon ProctssmgtoSstfPZ). ei^fcamSa 
tntaigl fa softvera Musy tram bed restn csons. 

• Finance and Venture CapU : The Gmemmera at India has 
dnetod mfiortased banblD provide addftkmal WotdogCaptal wordi 
LSS300(mTlron to the softwre mdnsfa facoocepiot sveat equdy- 
accepted and mtemational norms ot venture canal introduced 
Government to provafcvErtwecaprQienuiroraTienl and state mined 
famdsot US S SO milfion to be nwte available tar verture caudal tor fa 
software mdustiy. Ihe government has streamlreu liberalised me 
policy on mergers and acquisitions and easy access to hinds tor 
investing overseas. 

• Maftucfars : Setting up of 50 hi-tech rutnas ail over me 
couriy, setlngip National H^5peed1eiEcomBadduie an inUniteci 
nutibHOtprivaratnamaSentaPrcNideraO encouraging proaa? 
parties to set ip srthaetecfmofogy parts anOprowfing them mm& 
mcenbws 

A special huflarea m fa IT Action Plan' is the oeaton of a livaateed 
policy and pmxdualeniffonmEnln the telecan sects nftchprowKs 
fatoyintrastoictorelafa[Tintostrir. A large numtati mantes 
hare been raammendediidiisarBa Theymdude eirtngolrieVdesn 
Sanchar N^jam Limricd [VSNL) moropoly Gnmaiafinnal 
Internet access, access to Memel through Cable TV. Intemet access 
nodes to be opened by fa Department of Wecnmnuwarcns and 
auftm a ed Internet ServcePKwdera (ISPs) m aft dstnQheadguaigs 
byJanray26. 2000. and. irtflftien.buemel access tram 3ie nearest 
nodeontrxdcaraeEimflradationrtSTWSOboofairtoUi-sij^ 
nformcOion kioste oflemg e-mail, voce mail and Internet, and 
permssiai lathe RaiVeys. Defence. Sate Etectrtiaiy Bosds. ttoonai 
ftjwer Grid Corporatiai as wen as ogansatmns lie Oil and NMual &s 
Commission (0NGC), Gas Aitoity ol totfia Limited (GALj and Sleet 
Artfmay of MaUratecffSAlU to use fair Jfcroophc backbone To 
provide service to fa public by interfacing with easing a new pubta 
networks 

The 'IT Action Plan' has recognised the importance ol ihe last mile' 
problem m reaching Werw and fTsemces to the end-user Tmvads 
Ids end. i has recommended taepemessonfortasi irafe' Wagesby 

■Big Bfrc optic ot radio eotnmjr u caton lot IT apufaealmn L-niHpnseL 
Another measue n Dos di action s fa operaig ol rado frequency tend 
in fa range of 2.4 - Z 485 GHZ tar public wiretess sennees 
the new pobey aUows mterconnectivdy between public anti private 
networks, immeiate clearanceol tandvndth requests tram putor or 
private sedv Software 'fedinologyl^ (SIT); to boost Call Centie' 
OrsmsinlricBatohantlteerrploymen back-oacephsot 
overseas organsteions. 

•Manpower: Setting up of Man kEfttftes of WormaSon Technology 
(ITs), mdiBliy to set up ksitele ol Computer SoSwre Ftatessatnafi ol 
tnrta(KSPt): totemet and computers m every school and college by 
2003: output ol 1 million computer software pratesaonais from 
uwjsides. indiliiioiE. OtTs m nod frve yean 

• Domestic Market : Mandatory government spending (or 
purchase oUI: concert ol BetiraKGovenance: public pracurernaa 
policies: 60% depretitenn on computers and 100% on software; 
mandatory IT training tor new government employees, massive 
EncouagtPW a mrrr ^iiu X^crdUechrrkainrneriE/SX These 
steps also may lead to more than US S 35 bfllten of domestic softwre 
market by year 2008. 

•Cyber Uns: NewCyber laws in fa toimof tnfanamTedmotogy 
Ad in complete contomiftyviiiWTOtedathaMBmalioiti lavs. DqbJ 
S98UB Lave as weft as prevertonct computer annesto bertoduced 
EstabUshmenl of the Task Forceat the national level has also had a 

tavoiiabteimpadms&tegovmneitts Wtoally every state Enow 
competing to provide a cor^enii environroert with stae-ol-fa-art 
modem li-tedi tohasftuctin and plug It’ play tacdides, so fat button 
and overseas companies can immediately sat up their software 
operations. 

Acconfing to NASSCGM (Incfia's National Assodatian of Software and 
Servtra Companies) . toe fbst six months ol beat year 1 998-99 has 
already generated a record growth d 65 5 percent n software exports. 
toftECurerdy^. soferareeaports are expected to touch IS S26 
WHiofL With Govemmert of India pying adduonal tabenefittorfT 
ErsteEng Services, moreand more multmatiorals in USA. Euopeand 
Japan are bdng fa ftSanenvironmfirteae^ 

Sanflces These "nclude Airlines. BanfeHeaHtAflenciesandmany 
manutadmng end sanies companies who want to otesource fair 
leqteremrrttfbactaflte 

medical transnption etc. to Indo. Additional training tadWes and 


aataanryo! foiled ma^wiB s atumgta this Jitatlron. 
Atfasnieirogirxlr^tQSt^ffgtettveDiiheauAlytroni .Already 
5E1 Level 3 and 4 havt- became order ot tne riav Mweandmrae 
companies are acqubinfj ISO SOT H-WiLitron m date, mme man 
’ 3i companies have acquired 9WG g latey nfliftcjiion 
Th£life^lc:sr&«a:etn3^yisitit^ 5,-tfdmtheiTT*! Force 
fecommsnoatiais the gcwmmenltix opened up intend for ptnate 
sawcepKmdeft TfcsitKiir-ady croated a vove Biftusiasantolhe 
tfotolaftwievktLfty Atnart^^retaTWHipopuiai^fcrsetirBWlva 
veryafladiw make! tor any totemd rr srirwjs t tvnpsny in the world 
andnee Sreycarr. wouHl wAtssalugh proWcuuw ot computesand 
htemetm Inda Pro«cnegej^iO^^Hl?rr^c»T^i^?Mr0f rd^esfor 
tB^speeflMamrmun^^aitMingWrCiJS 2M and above the 
ndusoy espeds ntteSanKT«gradimofishaea3tKWdev^^ 
n next five yeass 

Theuaorate am a to reachaiaaua! r Jjtvaeejpo!t; rewnue ol USS 
50 fcilgn by COOSandatmoaijSS 35 billion ridfimraEirakamthe 
sarrry^.rtjar^k] An arafronmert 

wtncti will mate indoa sofirat siaepowii Tree were the way words 
echoed by Bill Ga^s when he vn3ted fctfa 
ArmdotsEflonrsheK^ignadels^pitadMllten'nxiuelnalliffllb 
{Xa^nrKa'd'zicaibteaiaif-uuviy Tow-tie Css end ihe Gwenirirt 
has given 100 percent cepeciabm on aft IT proa ictr. in two years. 
Scttwre ®id !T setvir« mdudiv » ill ta nested as pnouty sector by 
tanks to nec l.re yAa r . Wwiuiq capital reqiwanentr. la the mctustry 
will ben ipted tram the tuntrt ta.tr ot Fa 4 tnUion to Rs HMnilonby 
the yin 3000 and incenJr.es it given to proriteiaiicm pi software 
devf*pr^r»!maii«riti«5andinwre 

The new pC'lic 1 gms a slew at n eiui ft to ma-inw. the ire ot IT m 
Gavemmad Sorretd these ntxuresjH facJiMma^UtrnirtowB 
DeamiarVl-iCuCilkvbudgt'thrn ea^ihtor^lTryatoHVteDKpdA. 1 
atoviairrplai alundotfe 7 000 irjillK'nln6JJ«;*cY2k problem 
ci the canpuSrr. in Gcvemmem orgatejkonr. IT hloac rtohc nude an 
esierdiat irtpuietoen: lo r at 1 luinte gevt-rotnert am public seam 
emn&nicn? 

Ugcn2arBi(roiHt.aehQ^irau\id»itotfi , ri'itdwrtnu | i ,| i3taJ 

t^fsontf CenpuTer. iP.^n anj ti Hear?.' Imkni.ftr cuy 1 me hnph 3 cl 
brratfiPlthk'CCu/KT,’ An OtK.'JJitJnkmwbikje caTfwgnhcbefn 
LUKhtn to 1 v-ft. srsile’ciq IT ed rear- w and IT- rosed ettoudioi m the 
Bhrtry Tu muea'c r C [V-Wtaiitin n 1 fth- inta'iw f£C lor towcnSISid 
attodabre ccnwtrr putou.T'dwiv'-aie Ic-Jig pul in ptxc in noble 
every sth»l tcjcher jH stud® it desiratr- at Dnymg ctmipitas to dn so 
under aKradnelionciTg pat iag?i IheGt*n:iini£rtamoiinr«1tlBl 
every schc*;r. (e.\tetimic cafej- jitJn twisrtv «ws tuw hteiMaccess 
bvtheyca2tffl3 j fusi s:ep vi Hus An-rbon. 3ll ttic Entjanrumy 
CoUegre Merkol Cokogc-ana Lkwerjty liiroes «dl fietoft,- nctwoted 
by me vear 2000 



5roN-i-.-n.im.-f r'lmpTi-i Ltil. MiJuth 


Other measures to fa spread a PC aid kitemcL kitranm-Edranet; are 
tfieCca«TtrrfDrmalion5ysJen'ilinAflT9(rt?SuprdriPCcrurtoffricfsmtttaN 
the IB High Coots aid 440 Distort Cowls computeiisalnn and 
netawknig of Hosptab. htonratins airport to icuisfe among r**^ 
The IT Action Plan has bought about a new paradgm n settmq up IT 
Software manJacfang imt to ntamg themvable a fa Men curled 
A policy framework s given for making Ihe Indian U industry strong 
enough to meet fa derfvwisot arero duty regime undo the WTO-ITA 
by the year 2003. 

AsofFBooM ITIM (S-fitTjsrtiemewiK seamlessly mtegralefalo(d 
and eprn production lor rusdnii-jig 81 c rammy iX iwfc and suteiUc 

a-pcstora i coitrols to fa eutag a ^peto 1 conbofc so as to manmise 
fa velocity olbusmess FnthEexpaiobiqatiansjubstikiHlbysei]' 
regulated export mterdwes and phyiacal cankrts replaced hy fiscal and 
proceckial controls A bold concept wfirh may sooner a laio spread 
to other manutactuing industries, is that all clearances, including 
Customs, will be on the basis ol a LegaBy Entarceable Undertaking ot 
setf-dectataaiwitnl insisting upon my a- pnon permte a ispeckais 
1 will only be subjeci to a stnci port audit 
ITproduct manutectoing am will be given pnoity status and IT will 
mefily to consvteralioii as an mkastnclure industry White no duty is 
charged tor any mport ot mu materals. caraionents w cap id goods 
to S-ailtolconcessonaJ rates ol dkdesapphrablelo imports vril be 
charged only when fa manutectured IT goods ae sold into domestic 
torft area. Tteiwiassatf r^tndude^ 

hr unteexportingttieinanutacliJied goods 
Bren as fa IT Action Plan reports have been pti on fa Wald Witte Wefi 
at fa IrtemeL a nanber ot companies around fa world have started 
making plans lor setting up large manutactamg plants la IT goods in 
India because ol such a congenite pokey andtwmssBMonmerffal 
will be ushered in by the new pokey tramework 


SouTOK NASSCOM 


IT initiatives at the state level : Creating an enabling environment 


The opening up ol fa Indian econopy aid effects td gtoWtraUanandthe 

nSitalhitBllwiBRlsliifcHiiBion'tecliiDlogylBScreBtdanBiierftiBtean 

kittocnidiy VWtefaWroiMfarteln*tarofah^^ 
n Ivby 1 998. fa CtM Minatos ol various SWb Gowranerts ban soot 
tofowed by setting 141 state tew! IT fesk Forced). commWB «rd even 
selifai4>DejBitowtsrtWoniB^totonoloov{DotT)rnltorespectt* 
In fabsl a* rrorttS-B many as 14ol26 State GwwiinKnftrtlnifia 

have alreaty set op IT departments. Predoniiwtay. fa obiedtes cd fase 
IT deparwcflre u promote and ta*s HMStmoa In be sector of sotwre. 
hardware and letecan bi fa state. They teso by emphasis aincraasiog fa 
usertrttoGovertmiMBSirtflasHnplemeiadooo/fTapptealionslijrfa 

beneTirs rt Cwr rw?»rti»e cjlaeas 

Over fa yws. b te wed mown hat Bangakwe '« Sotehan* mJate ememw 
as at Wemtfjau! roltware am popubriy raUedasfa SdiconVBIleyol 
hda ftflnow. many mote c$es m Mte HeHytatod. ChH«». UinbK 
Catadta Puot New Det». Kwipur. Ja4Ju.Tbu»«wdh^tt»t\. Nokia. 
GuraanaQB«llo»ti,tadore.GoaBfiutUfiesfiiMi GarKfltoB*ac..hwe 
<ohM fa nwvemenL VOy soon MO world have stJoastSft such nHart 
rthanwiifctfiiriBiiiwtaw^ ■ 

increase skilled manpowawtote^.irggSMGorerrirogd^ ^ 
establchra cotes rf ocellerax 

■technology (BT). The fed swft Art a Hydeabad has afcady beipiits 
academe sessaim September 1998. . 

Mosi ot fa SBfi Gownmenc ia« also taken up amwmus rnjeds a 
mnroi nfafsbfts through LAN WAN tnlemelanahgh-speHlMttllte 
comccnvay Wrtfi gie nttoencf of htoiianatfr lasldotCB (scora roencte ftom: ■ 
OTTnjKnatiui & fa SHa Gwetranert level al fa soft -owned Stete 
Cvpofigms. corteges aid srtioote tart caBfctertfy uxnased. Ihew 
esKwSy retteto Bedraiic Govemroca E-CornmenaiMiiHiayspwiSpg 
Miff toGovnnnwrtandnafavwkterBS^^ 

Wemrt correctiviiv 10 nery school and college ol ton tofairen m 
ANDHRA PRADESH 

• CtofMHfcta N (faodiS»ateuN3Kte.tente*nwhrotaw^to 


(MaconmUKalan iaoUnes twnasdupmfaouBBOffliwsBS 
FaaptaKote^MaOTroft-o^oow 
mu nth an investment Nib 1 WWncompleMmarenrt.taeof 

TtarStodsn hsWtee of 

sated jeademtosessw m September 1 Sffi. crkpoatesdioois 

STvinSU « Hyderabad. STP also ranynjrai * 


• : ssss^= 

: |SS«!!S«: 

ASSAM...'. 

* -£!a*assa!BSSSS& 


tel lilies am ■■ 

andsife-mvfcio^headqiMfea 


andtrafaig. 
DELHI 
• The capital 
facortry; 


h Sow corridor wtii (Dre-opw: Dong nutfi Ihrou^i Panap-teco- 
VBnH-htjTJMl 

Baicari Engtefi speaking manpowH [ram engtneerag cofleges jnd 

- uiMssies Irvian ln!l*te at-totamiaioa 'fatontDiff (WT) and VvihI 
ijntroslhes hang sa-up. 

• ttMe rang inB IncanlMS betog given in SaelTPotcy 
GUJARAT ' 

• Ptntosa-iv5tttwfaiDlanta(naimtaifai»c^ 
ttitetntftaitoaiMflwaons. 

• Stetewtoeriomattm tasks and rbtfasenenlsdsenices to beset 
ite by Deptormrt te IT to vgnofi sages by fa year 2002. 

■ Presence ol repfad engtottnog colleges and IM Proposal to as up 
Guprat Instmire of intormaion fednofogy lor tkgher 
educabonlntl 

• .aitiwaratertislOByltakalGaiirflitoa^jnd 
proposal to set up iddtllonaJ parks at 

. AhmeriabadandBaroda. 

• a Proposal ai set-up DedfcaM Air (tago 
termlrri fer ladNareand software 
■ untts. •• 

HARYANA 

« Presoaiof Software ‘tednoldBy Park 
fSTP) and Becnotucs Hardware 

- tedni*®ParkffHTP) A Gapon. located 
' neat to DeM'shteBBfioMaiporT . 

'• a.' Rest State In tafia, to pfowdeatena access to dl 
-rwrrcts 

a Hwyana State Electronics Development ^Csrpotaure 
(HWTI^prondesane-sWsefvtcestahrtBtoEiiie 
requrenunb 

w toaaasirigtlitamGbimnerecflnipiderisalfaMse^ 

/' epollTEducaMBitastjUtes.. 

JAMMU & KASHMIR 

-• SoawretechnnlOByRaili being ptarad at Sitoagar. 
a ... itesshecOTprflossfiiBikwtoSBtejovenwEni 
a REotaMSeiwcesiwfldedaierliuthniaarei 

a ■ Sfafll w riiHtia Wto droebk*nnrttapBa)eangmi»Htitatti 

pnptoyniBrv through IT tor fc cltlaas 
. Tcuist parades and.sbftvme parades 
KARNATAKA r *' 

. Baigalore-faeMcapWdtortetetatealrea* 

- known afi over fanotelss fa Sfflrw.VMey ol.hika .* 

a nmunhtoummaaeenxMrtaehelttKkcr. 

DnparkMrttftntontaMtetir^ • - 

torearhr set-up. 

• .Presence of eogtoarttgcolteges. 

totonkiaitotertSdOTaatenowM^ 

- -JndustiyWtaJtaioiMfartktoiiHtMTHda^^ 

a. Eledrodies aty kwtal on fa outskirts al Bangalore: Software 
te(bhoiQgyIteAtoBB«alann>Myimatei« 

Wnnratton tectaicgyFWNWWteltektB*^^ 

• Qncepteof B BCtMnteWiafaBtarat^ 

Detoak being esttafsfted. 

KERALA 

a EstaUftsfai^(rts£faMri-tt»^lrtbastriKiureMtaaDainiiuteca^ 
' * hacktaoKMftfaS/o^ 
a . iWn^canpioMThlniaiBfl^ 

- MssliuitaeiJO^toaooe^b^toRcan|ifaBteSM9 



' DpafGuafia enstena-olmany 
' engureamg cotteges m major 
c*B3 and towns. 

a Government prawning extra Burnt m 

computerisation a state attnrtstratian. 

utribes and educational institutes. 
MAHARASHTRA 

w Mumbai porttay) is known as ihe business 
andenandteeapitalrtlnfaandprovktasm- 
ef-fa-art intoskwture tor IT todusfry at SEffZ. 
CHE'S ifta^Hoteai^va^ 

PakoUffiCatManbaL 

SotWOTTtthnotojarFwkafPimandramfaoptekaa^ 

A Hardware Part to be set up mtf sn area ol <00 Ha n Nad 
Mnrta. . 


a CompieheiEtw IT Policy 

a Avoiatolity totained maitaw^PowB:rnciig:nndenitkA-upjOBce 
a BfatanesfiwannngdfaimfairiteUKiaeniMltafaauray 
a Bhubaneshwar my soot would provide Werner access Brough 
cable TV. 

PONDICHERRY 

a AhwJi 00* aripjta&tem vi Govern^ krtfinrf 

conneatinty. 

a Ftowato assistance ax hototay and single wmw clearance to 
srtttog op a new FT operations 

a No sales ta and ro entry tot 
• Proposal to sel up Soiiurare 
Technology Park 

a Weft planned rttasoudwe with 
access to national highways and 
Chennai into national out national 
auport just 2 how way. 

PUNJAB 

a IT has been dectered as a lugh pnonry area 
a special raertne package tarfT mdustrv lie 

. emonm Stataerempbon.OctraEjsiiplKn 
i f a Spedal stasdty and toientivies fa fT ui 
ratmiTi V GumwHusenpi 
w»J aCarnputensattonotoiwniuitserwesntes&filishhtoit 

of Local Area Nowork and Wide Area Network, 
a SemiMndiiCtolitarBlaaiiingConflMaMnhah nearChsimgarti 
a SnteTO (Khnotajy PSrt (SOFTOP) al MiVEtfi neat Ow«S-)Jiri 
RAJASTHAN 

a Piomonon of an hfomHfai Technology ItakandBaJDnttiHanhffle 
technology Pak a Jama 

a Dues Incaifeeof 50 pacta war d s fa tend cost provided futolmeni 

ofGukMrvs 

a fldvancatl softwre taming JBiajtes 

a Proposal to sel up GMsal hisBifie ol Eiedromc Gorenence and 
Business 

a Creainr cl3< Etecraw GwmuaTi 

a CieaUon ttfsteti wvfe Value fldflerl Coranviacai «n (fctaert.' 
a £2181 sawto JJtrtiac ajmectwsy in be tsabirstarl 
SIKKIM 3 V 

a Contort WeloprnatandITEnateiflSavices as ftnelarea 


a Electronic gnvsnance jnd IT tor «kjcaimn 
a Plan id network ano cwin«J riA: upilal wth jb jutnincjoiE, 

TAMIL NADU 

a Htyb tamed IT laJ< Force sd up urtto fa CfrelMni&r 
a TJDEL Srae-of-fa-anWra^i^lacVititttieflabiiiSmfahcart 
tf Chcrra wBi mc« Bai i ro XU sq mnr.aRa. wormabm technotogy 
tab 3kv planned M TnUiv anti Madura 

• Apart trim enslingengeieeiflflctflt^sjillIT- a setaotegwwwnOT 
* mdtnJry run indan btaihdc ol Mormanm fechnolngy iVftl • 
MMTECfWingsrtup 

a vaenrri cor rmunilv come btng 5H up in aHmajm cities towm and 

villages 

• M^^eOTi?xdcn'^inniliwinfk>vanrTKrt 

UTTAR PRADESH 

a Prrctuce many centtei, of Erccttenteol 71 Mural ion ncludinQ HT 
at Kanpw and UT bemp estaMehed at Allahabad 
a Software fatf»ffllwfttali(STF) m «rwb tvWdi cm rtnsr prawmry 

toDelhi and also E1P artvanpu PtasroselupmneSIPsatAgra 
Varanfj.ABahaha) Detadun Lucknow 
a SBK GoverrimEfli •, vi-jmi ip nol'.- Iftta PraOKh a Snarl stare' by 
2006-09 

a PunevmJioimenirtlanfi proa mubngc^iUalelc.tysaejgencics 
far industry 

a SpecoifT AdvGoiy Board Trr IT Artwi Plan nwrages-^iending of 
USS 0 tnttirn m not lew ^earr. with 40** to hr spcnlhy Cental and 
Stole gojunnem ad rest by pn-.aie sucta 
a toifftupSBfc-HeadaiaftDSwUhfcu^ 
faugh tutorial mn surMiijiway 

WEST BENGAL 

a Cafcuna to house 400 acres ot IT INFO HABITAT -a 'Jaic-rt-ihe-arl 
ntatov 

a PresmteDfirnpi tfitoioiaulanditoriflKOtsWiarrrawsiahtss 
at Sad late 1 BcWDna Canpet: IVES Ft jet as 2 ungte window 
stare agauv 

a 'Muitor ■ The Intelhqtni Oly' which aoutd ireHule 300 DGO sq ll Oi 
unrefl state-uMhea:| IT dcconrwiliiion. 
a fcanenmm ol a stale vuuure caww hard 

a PnsaTttrttoailflJanrtfieiacditaied'icJiiuletarTcdiicattjnaia 

research bomgwi up 


atom 


GOA 


science. ' 

OTmierwfa gowmmn. 

rrHjuoattotostaPofc^^-- 

toetssed fanfa «■ ^ Satiwtl^ Sa«» 
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INDIAN SOFTWARE COMPANIES by Krishna Guha in Mumbai 


Euphoria gives way to 
hard-headed assessment 


ts they move into increasingly complex 
i md demanding areas, many businesses 
1 /ill have to develop more sophisticated 
f nanagement skills 


f >ne of the best performing 
i uamess sectors In the world 
l as just hit a pocket of tur- 
I ulence. After rising seven 
i mes in value from the end 
: f 1996 to mid-1998, India's 
siding software companies 
; ave fallen back by about 20 
er cent 

This was despite excellent 
rst half results. The big 
aftware houses reported 
rofits up by about 85 per 
ent on revenues 50 per cent 
igher. Some doubled profits 
ear-an-year. 

There are a number of rea- 
jns for this. The spectacu- 
ir rise in share prices car- 
er discounted much of the 
lcrease in profits. 

Second quarter figures, set 
gainst a strong quarter last 
ear, were not quite as 
npressive as some had 
oped. Foreign Investors 
aok the opportunity to book 
rofits, often to offset losses 


in other sectors and other 
Asian markets. 

Meanwhile, the late sum- 
mer fall In US high technol- 
ogy stocks listed on the Nas- 
daq exchange, a global 
benchmark for software 
shares, left Indian compa- 
nies looking expensive. 

Some investors sold soft- 
ware worldwide on fears of 
looming recession in North 
America, the biggest market 
for software exports. The 
correction did little more 
than blow away the froth 
around the sector. But it has 
had a sabering effect 

The initial euphoria is 
over, says Kislay Santh, an 
analyst at DSP Merrill 
Lynch. “Everyone agrees 
that India's software compa- 
nies still enjoy real competi- 
tive advantages,'* he says. 

The debate is about 
whether, after rising seven 
times in value, the sector is 


now fully priced. Leading 
Indian software companies 
trade at about 20 times next 
year's earnings, a hefty pre- 
mium to the indj^n market 
average of about 11 times 
future earnings. 

“The price-earnings multi- 
ple for some companies is 
pretty high," says Alroy 
Lobe, an analyst at Eotak 
Securities. “That premium 
wowtimes strong outperform- 
ance. Other conventional 
multiples, like price to book 
value, also look stretched.” 

However, some analysts 
fhvour an alternative yard- 
stick. price-earnings against 
growth, to take full account 
of software's faster growth 
rates. On this basis, software 
stocks look good value. 

Investors are paying 20 
times forward earnings for 
medium term growth rates 
of between 40 and 60 per 
cent, a P/E to growth ratio of 
0.5 to 0.3, less than half the 
market average. 

The result of tins calcula- 
tion is that software stocks 
which appear expensive 
today may look cheap in a 


year or two’s time. At this 
point, the sector may resume 
its upward march. 

On both sides of the 
dahato analysts distinguish 
between an emerging super- 
league of big exporters and 
those companies which 
aspire to join them. 

The top companies - 
including Tata Consulting 
Services, Wipro, BCL Con- 
sulting, Pentafour, NUT, 
Infosys, Satyam and Tata 
Tnfhte<»h — have established 
a presence in overseas mar- 
kets, possess strong order 
books and are accumulating 
intellectual capital. 

The biggest, TCS. is a 
global company in the mak- 
ing. However, it is privately 
held, a division of Tata Sons, 
the holding company of 
India’s giant Tata group. 

While periodic rumours 
suggest the group may one 
day opt for a public listing, 
there is no evidence that 
will come soon. 

TCS, Wipro, HCL and 
Infosys have made big 
strides in mainstream soft- 
ware solutions, developing 



V.Chandrssekaran, president of Wipro In fato ch. i 
confi d ence In the industry's future • 


expertise in client Industries 
such as banking car retail. 

Infosys and TCS have also 
made a little headway -in 
selling software products. 
Others have developed niche 
markets. NUT, fix’ instance, 
is a world leader In educa- 
tion software and web-based 
learning. Pentafour earns 
h alf its revenues from digital 
animation, mostly for Holly- 
wood entertainment compa- 
nies. 

Satyam has set op special- 
ist Internet-based subsid- 
iaries, and plans to act as an 
Internet service provider 
nationwide. 

These are solid enrnpawips 
with good prospects. The 
most ambitions, including 
Infosys and NET, plan to list 
In the US as soon as market 


Relaxed environment, professional and efficient 


manpower, fectares lhat match other trtemdwnot 


r 


fT parks'... Fortunately, Tidel fork will match his 
expectations. In terms of ermronment or facilities, 


MAARS Software International 

Empowering Industries with ERP... Backed by ISO 9001 Certification. 


itwil be one of the best fT forks in the world. A 


redly cDol-iveasy ambience, coupiad with state-of- 


the-art features which would induce, V5NL and 


STPI link-up facilities. Video conferencing. 


uninterrupted power supply. Business Centre, high 


A CEO’s 


speed passenger Efts — 


The strategic location of this 


^ W ■ * 


vision of 


fork in the heart of Chennai metropolis, wiB take 


care of the much needed social infrastructure 


too. Be it the well connected transport network. 


Tidel Park 


the reputed colleges, the numerous moHi -cuisine 


restaurants, five star hotels or the multinational 


HA nu lecturing And Re- 
en^n— ring System*- MAARS. 
AtHa°*^na Sofl*»*re house, 
MAARS IntomjLtional Is a 
leader In providing systems 
solutions to manufacturing 
Industries. MAARS employs 
over 800 protestors Inducing 
200 SAP consistent*. c«b ring 
to clients In Indta, UK, USA. 
Singapore, Middle East, 
Aistraila and KazaMiisten. 


Through its Centra for 
Manufacturing ExceDance, 
MAARS Is giving Us cOent* die 
competitive edge of ERP to 
succeed In the marketplace 
using Innovative concepts of 
Business Process Re- 
engineering, work Flow and 
Supply Chain Management. 


Indudee the Wowfeig motkilee: 


•Inventory *90100 -BUI of 
Materiel •Purchase ■RecoMng 
-Financial Accounting •Payroll 
•Shop Root Ctvsrol •Planning 
•Sub-Contracting •Product 
Costing and -Plant 


Quality -TlMFocae 


MAARSMAN- For SmaB 
and Medium- Scale 


bonks, renowned hospitals and the 


dubs, Tidel fork wil have easy access to all. 


Implementing SAPFVjeid 
Oracle AppOcatfon 
Solutions. 


No big surprise, it's alreody being 
colled The Information Technology Pork. 


Does your vision agree with it ? 


For a detailed brochure on Tidel Park, please send -in your business cud to the address below : 


i 


MAARS Is ourrerdy engaged In 
Implementing ERP Solutions 
lor key efanta. fbe Company 
has business partnership with 
leading vendors of SAP R/3 
with an In-house h ufa don of 
SAP R/3. Integrating 
Information systems across aH 
the company's activities, 
MAARS creates a single 
seamless stream oi data 
spanning the entire enterprise. 
And thus creates Integrated 
processors for effectiveness. 


MAARS has developed an 
Integrated manufacturing 
solution. MAARSUAN. Which 
Is operational in. India and 
Middle Fast. An Ideal package 
lor small and medum scale 
manufacturing Industries, 
MAARSMAN comas with many 
ERP features. Customised to 
user needs, MAARSMAN 
enables Implementation of 
complete business solution fn 
the shortest possUe time. 


Driven from Mttin to empower 
customers— Quality has slw^rs 
been the focus at MAARS. 
Infect, Quaaiy tskhhuRfn every 
(spec o! the company's aetMtias: 
Not surprising, MAARS has 
received the ISO .8001 
Certification irfthtn e year. 


Not one to rest on its laurels, 
MAARS oontlnues Ks quest for 
mcetlenoe to crest a solutions 
of high quality tor ks customers. 


Covering the entire range of 
functional areas ot an 
organisation MAARSMAN 


MAARS 


Tamilnadu Industrial Development Coiporation Limited (TH>C0) 


If A. Rwrn Uahr uafe? Saa . Efl»u/r. Cfera - fiOQ 009. KCIA. Phu* ' 855 3113. <353 655 4133 F» 8S53729 

lira fcrtdcr.tri3.ia.aeL4 litiaoel WL J*to<AK»r. toot-ctema car 


The future starts here 



UJC Office : 23, Prince Andrew Close, 
Maidenhead, BerksMre, 

SL6BQH.UJC 

Ph r +4* 1628 633113 

Fax :+44 1628 633114 

E-mail : maUusOmaamriemaruxvuk 


H.a : S3, 1st Main Road, 

United Indie Colony. 

Chennai- 600 02A. INDIA. 

Phone: 4720610, 4720611, 4720612 
Fax:91-44-4720461 


MAARS - Awarded ISO 9001 Certification from KPMQ 


One-stop IT solutions 
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today -fiom one jsSfesnom to the next, hxfei did 4* *> 

platforms, from t rad ifeam I app ro afl ^ fonew 
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cqttSngedgeDfjprqgreeB, V ' " .. ‘ ^ 

. congohautg to Fortune BOO companies, *• , 

Sotelos a part rf $800 mflHan US 

With united skill-set of 1300 IT professionals, lyf i 

ixo&cessRr* track recced: • . '* '■? "***• : ** 


"*.^hSfepvBtirb.ablatiaM fo diverse 

IS- ■ T^slths»re, telecommunications, finance smA 


.'S'. BAriaegs op po r tu n i ties explored in the 
Ifycnare looking for a long-term, 


Call as in as your strategic parto«-^ Saebfofe atfeui^ 
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Rahul Kanotfia, Jotot managtaB *ectar ct Dafamatfes: a» rf 

kxfia's teatflngsoftwwwwportsra .. 


contfflonsaHaw.- 
Wlth greater- ambitions 
come hew risks. Many ana- 
lysts fed a US fisting could 
be a bridge too far and turn 
pale when, told of plans for 
overseas acquisitions, - 
At the very least, greater 
complexity will put a pre- 
mium on management skills, 
in many cases untested, they 
say. Both in regard to poten- 
tial and downside risk there 
is a strong case for saying 
these companies slwniri be 
treated differently from the 
rest of the sector. . . 

Setting a ■dria unHafrari com- 
panies and joint ventures 
such as IBM Global Solu- 
tions or Mahindra British 
Telecom, most of the remain- 
ing companies are test grow- 
ing but near the bottom of 
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: the value diaiiL ' . 

Most depend on basic 
systems conversion work, in 
particular the YZK problem, 
for a larger elwink of their 
business th m the big compa- 
nies. This offers low mar- 
gins. 

At the lower end. software 
is more like a commodity 
business, says Mr Santh. 
Companies have to market 
themselves on man-hour 
rates. Year 200(K»mp!iance 
work win soon disappear, 
but fortunately there will be 
»nn thw big batch of conver- 
sion work as Europe adopts 
the new single currency. 

However, what happens 
after the euro? 

A lot of companies now 
growing at impressive rates 
may burn out. The best 
medium-sized companies 
may ca pitalis e on their 
expertise and business rela- 
tionships to graduate to 
more sophisticated business 
of the kind that Lidia's top 
companies do today. 

The reward for spotting 
winners within this invest- 
ment universe will be huge. 
Valuations are relatively 
cheap and could jump if a 
company graduated to the 
big time. 

The potential for these 


companies to outperform is 
much greater- in the 
future^ays Mr Lobo. 

There is scope for foster 
earnings _ growth and 
priceeamings expansion. 

This is venture capital- 
style investing, high risk 
and high return. Even if 
investors spot a prom isin g 
company, it may not have a 
solid track record and its 
shares may be too illiquid to 
trade. 

Spectacular market 
returns for the bigger com- 
panies could be a thing of 
the past. Few analysts 
believe the sector can double 
or triple in value again in a 
matter of months, as it did 
before. 

But the big software com- 
panies are here to stay and 
will remain core holdings for 
portfolio investors. For 
proof it is necessary to look 
no further than the revised 
market indices published by 
the Bombay Stock Exchange 
and Morgan Stanley Capital 
- International. Both for the 
first time include software. 

Moreover, if the rupee 
begins to weaken again or 
signs of domestic recovery 
remain elusive, dollar -earn- 
ing software could swiftly 
return to fashion. 


INTERNET ACCESS 

By Amy Louise Kazmin in New Delhi 


forward 


Conditions for internet access in India are 
now more liberal than expected, but 
companies still expect problems 


India’s cyber-community 
waited for a year for the gov- 
ernment to implement a cab- 
inet decision to allow private 
Internet service providers, 
ending the monopoly of the 
state-owned phone company, 
VSNL, over access to the 
net 

The wait proved worth- 
while. In early November, 
Indian officials released 
details of a new policy that 
will throw open Internet 
access to free-wheeling com- 
petition and lead to the 
quick proliferation of Inter- 
net service providers around 
foe country. 

The conditions that will 
apply to private ISPs are far 
more liberal and Investment- 
friendly than envisioned ear- 
lier. 

“Looking at it from where 
we were, we have come a 
very long way," says Alok 
Sinha, business manager for 
Internet services for IBM 
Global Services India. 

The policy approved, but 
never implemented, last year 
would have relegated private 
ISPs to being little more 
than “retail sellers” of the 
government’s Internet ser- 
vices, barred from investing 
in infrastructure and forced 
to go through VSNL’s inter- 
national gateway to the web. 

No more. Officials have 
decided that private Internet 
service providers can inter- 
connect with each other, use 
any existing infrastructure 
to . set up their domestic net- 
works and even provide 
“last-mile finks” direct from 
their servers to corporate cli- 
ents or large volume users. 

They win also be allowed 
to set up their own interna- 
tional gateways for internet 
traffic in the first competi- 
tive challenge to VSNL’s 
monopoly over international 

calHnp 

AH told, says Mr Sinha. it 
is now theoreticaBy possible 
for an ISP “to set up his own 
network without having to 
depend for a single meter on 
the Department of Telecom- 
munications or VSNL”. 

Though it may take a 
while, he is confident that 
such networks will exist. 
“Even now, the sector is 
abuzz with activity.” he 

S&ys. 

The policy has also thrown 

open foe market to any num- 
bs- of competitors - as long 
as they are Indian compa- 
res with less than 49 per 


cent foreign equity and can 
put up a bank guarantee for 
a prescribed amount 

So far, around 50 compa- 
nies have applied for the vir- 
tually free 15-year licences to 
set up either on a national 
level, regionally, or in indi- 
vidual cities. 

“This is a revolution - a 
real entry of India into foe 
information age, ” says 
Dewang Mehta, executive 
director of the National 
Association of Software and 
Service Companies (Nas- 
scom). 

At present, local dial-up 
access to the Internet 
through VSNL Is available 
in just 35 of India’s thou- 
sands of cities and towns, 
which forced potential users 
elsewhere to make costly 
long-distance calls to reach 
foe net 

But with the new policy, 
says Mr Mehta, “ISPs wffl be 
spreading everywhere". As 
they do, India's net surfing 
population is projected to 
grow from around 500,000 to 
an estimated 2.5m within 
four years. 

While computer profes- 
sionals revel in foe policy, 
cynical telecom company 
executives, who have ha d 
bitter experiences dealing 
with India's entrenched tele- 
com bureaucracy, are less 
enthusiastic. 

While the policy appears 
liberal, they say that ambi- 
guities in foe license agrees 
ments leave plenty of room 
for foe Department of Tele- 
communications to wreak 
havoc with investors' plans. 

“The devil is the detail,” 
says a senior executive for 
global telecom company 
pla nning to invest “really, 
really cautiously” in India's 
Internet sector. 

He says companies provid- 
ing other telecoms sendees, 
such as cellular phones, 
have already learnt that the 
department has a way of 
zapping firms with uuex- 
Pfccted costs and otherwise 
protecting their vested inter- 
ests. 

So as he lays out his plans, 
he is busy trying to discover 
what bomb are tney going 
to throw at us? What is not 
written in foe licence agree- 
meat that is going to destroy 
™ profitability of this busi- 
ness?” 

Take the international 
gateway. While the licence 
Torn to facing page 
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DalamaUcs softwaie office in Munbai has a decScated data Bnk to AT&T In tha US 

EXPANSION by Dewang Mehta 


W Sowing the seeds for 
; ; future development 


By moving swiftly to remove obstacles to 
growth and ensure wide access to the 
Internet, the government aims to help the 
IT sector into a new growth phase 


This summer marked an 
important stage in the devel- 
opment of India's IT indus- 
try- Never before had the 
sector gained such extensive 
press coverage. 

In the six months to 
November, not only were the 
seeds for the next stage of IT 
growth sown, hut the quick 
implementation and fol- 
low-up also showed that the 
new government means 
business. 

Hie latest FT drive is the 
brainchild of the new 
National Taskforce on Infor- 
mation Technology and Soft- 
ware Development This IT 
Taskforce was constituted 
last May by Atal Behari 


taskforce. Never before had 
any government in India 
given so much assistance at 
once to the software sector. 
One expert said: It was like 


company law. For the Indian 
software industry to become 
more oriented towards creat- 
ing products and packages, a 
environment favourable to 
venture capiiai m u st be cre- 
ated. 

Apart from working to cre- 
ate this, the government is 
also setting up four major 
venture capital funds with a 


Santa Claus in the form of minimum capital of Rs50Qm 
the finance minister giving (£8m) - 


goodies to the software sec- 
tor." ' • ■ ■ • 

The minister’s package^ 
hart a far-reaching effect on 
the software industry, as 
wen as on the public. The 
government announced zero 
import duties on an kinds of 
IT software. ‘ . 

The government . also 
extended a 100 per cent 
income tax exemption on 


The government also saw 
the need for more mergers 
and acquisitions in the soft 
ware industry. Therefore, it 
has streamlined the process 
for Indian companies to 

tnalrof ni-Bi gp ^fqniBttinng 

Among the major areas of 
importance for the taskforce 
are the Internet and tele- 
coms. A revision of toipramg 
policy is likely, as the task- 


profits derived from the force is making its final 


export of IT enabling ser- 


Vaj payee, the Prime Minis- vices. According to a conser- 
ter. . who gave it five major vative estimate by- India’s 


assignments. 

The first, to be completed 
in 30 days, required the iden- 
tification of bottlenecks in 
the way of India’s IT devel- 
opment and the recommen- 
dation of measures to 
remove them. The second 
was the formulation of a 
draft of the national TT pol- 
icy with the aim of enabling 
India to emerge as a leading 
force in IT over the next 
decade. 

The third was to create an 
IT vision statement and 
awareness programme, the 
fourth being to set up a vir- 
tual vision group of eminent 
international and global 
leaders. The final assign- 
ment was to recommend a 
mechanism for monitoring 
and implementing the IT 
taskforce's recommenda- 
tions. 

The taskforce is headed by 
jaswant Singh, the deputy 
chairman of the planning 
commission and a close asso- 
ciate of the Prime Minister. 

Other members include 
politicians, senior bureau-, 
crats and industry represen- 
tatives. The term of the task- 
force is currently intended to 
expire at the end of this 
year. 

It submitted its first report 
- the IT action plan for the 
Prime Minister - in early 
July. This concentrated on 
the removal of bottlenecks 
in the IT industry andT pro- 
motional recommendations. . 

Such ideas as providing 
Internet access through pub- 
lic telephone booths and 
cable television caught 
people's Imagination. The 
10S recommendations of the 
taskforce were accepted folly 
by the government in July 
ariri even notified as law. 

Yashwant Sinha, the 
finance minister, added to 
the positive spirit by 
announcing a wide 'ranging 

package of incentives for the 
software-driven IT sector. 

He quickly . implemented 
many of the finance-related 
recommendations of tbe 

INTERNET ACCESS 


N ational Association of Soft- 
ware and Service Companies 
(Nasscom), such activities as 
medical transcription, data 
processing, revenue account- 


recommendations to the 
Prime Minister this month. 

But in the meantime, 
based on the recommenda- 
tions of the taskforce's first 
report, the government 
ended the monopoly of the 
state owned VSNL- an pro- 
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A technician at Tata Baaed, Bangalore, repairs a computer board 


ing, call centres and other 
services alone could yield 
cumulative exports of more 
than gisbn in the next five 
years and create, lm. new 
jobs. ■ 

Another issue addressed 


viding international gate- 
ways for Internet access. 

The government also 
allowed free permission for 
last-mile linkages by either 
fibre optiq or radio commu- 
nication for IT application 


by the taskforce was that of : enterprises. Moreover, the 
Incre asi ng' ri* penetration -in government has also decided 


the country and reducing 
retail prices. It thus recom- 
mended the elimination, of 
duly on IT . components and 
the enforcement, of a high 
rate erf depredation an com- 
puters and. peripherals. 

. The depreciation .allow- 
ance on computers was 
raised from 25 per cent to 60 
per cent. This means that 
most of the c ost of the com- 
puter «in be written off in 
the first two years. 

This alone is expected to 
boost PC sales by 10-12 per 
cent or more. Bat more 
importantly,. It would allow 
leasing companies to provide 
computers at more attractive 
rates to the consumer. 

One of the most important 


to set up a high speed 
national telecoms backbone 
at a cost of Rs2,000m and to 
it folly operational by 

3000. 

However, one of the most 
far-reaching recommenda- 
tions of the taskforce is the 
"Operation 'Knowledge Cam- 
paign". This is aimed at put- 
ting IT education and IT- 
based education on a nation- 
wide basis. The Prime Minis- 
ter has announced a scheme 
under which a package con- 
sisting of PCs and educa- 
tional software would be 
available for just Rs25,000 for 
students, teachers and 
schools. •. 

Also, the government is 
setting np an educational 


recommendations ■ of the ’ network called JUNET to 


taskforce, which is Being 
implemented quickly, is the 
iutFodnction of the definition 

of "sweat equity" In In d i an 


link all engineering colleges, 

universities and medical col- 
leges before 2000. It' has 
launched an ambitious pro}- 


Telecoms links remain a problem 


From facing page 

says that Internet service 
providers wiB be allowed to 
set up their own gateways 
after obtaining “security 
clearance", telecoms officials 
have verbally stated that 
companies will not be 
allowed to resell spare gate- 
way capacity. _ _ ' 

That means smaller Em's. 
which lack the resources o t 
the need to setup their own 
gateway, may be required to 
S torou^thfi VSNL gate- 
way rather than droose fiom 
all available options. : 


• And companies with gate- 
ways may not be able to 
compete with -VSNL for 
other business -. something 
telecom companies say is 
crucial for viability: 

- The ill-defined “security 
cl earan ce" . could also be 
used to delay the establish- 
ment of gateways by. VSNL s 
rivals. “What’s the process 
Who wffl do K? How long 
will "it take?" asks Ananas 
Palwai, chief executive of 
Wipro Communications, an 

a doring e-mac service pro- 
vider which Plans to offer 
Internet access. “It could be 


a major deterrent.” 

.India's still weak- baric 
telecoms infrastructure win 
he another problem, espe- 
cially at first Private basic 
telecoms service providers 
are still available in only a 
handf ul of dties and. many, 
others, including the capital. 
Delhi, suffer from a chronic 
shortage, of phone Hoes'. 

Lines that are available 
are often of poor quality 
with plenty of .static^ That 
means potential ISPs may 
find it tough to get the lines 
they need so that customers 

ran dial BL," 


. “That will be the major 
constraint,” says one tele- 
coms executive. Still, as 
Internet sendees proliferate, 
; some analysts say it will 
unleash an uncontrollable 
fona that will find innova- 
tive technical solutions to 
any shortcomings in the pol- 
icy or its implementation. 

Says IBM’s Mr Sinha: “It Is 
like an unwound coH The 
'minute you unloosen one 
screw, it is bound to extend 
to the fullest extent beyond 
any' rules and regulations." 

(Additional reporting bg 
Mark Nicholson.) 


REGIONAL FOCUS 
SALTEC, CALCUTTA 


Good news for West Bengal 

More cities are joining the country’s drive to become a 
significant force in the sector, reports Kuna! Bose in Calcutta 


ect to provide Internet acces 
and PCs in every secondary 
school and college by 2003. 
This would Involve more 
than 100,000 schools. 

One of the oniqne pro- 
grammes introduced by the 
government under the task- 
force is to boost IT in rural 
areas. A pilot project has 
been introduced to network 
villages in the Warana 
Nagar. Cooperative Complex 
in the state of Maharashtra. 
Also, to revitalise education 
in the Hindi-speaking north- 
ern belt of India, new 
schemes have been floated 
nirh as the develo pment of 
the city of Allahabad as a 
centre of excellence for IT. 

The IT Taskforce has also 
recommended a raft of mea- 
sures to TrwTfmigg the use of 
IT in government. These 
involve: each ministry or 
government department ear- 
marking 1-3 per cent of its 
budget for ITj a fond of t 
Rs7,000m to tackle the Y2K j 
problem in computers in i 
government organisations; j 
anil IT literacy being made 
an essential requiremenl for 
all future government and 
pubbe sector employment 

Recently, the taskforce 
gave its second report to the 
Prime Minis ter, it suggested 
a series of recommendations 
to provide an impetus to 
hardware manufacturing, 
with the intention of making 
industry strong enough to 
meet the demands of a zero 
duty regime by 2003. 

This report has proposed a 
new scheme known as Soft 
Bonded IT Unit (S-BIT) 
scheme. This is aimed at the 
integration of local and 
export production to maxim- 
ise economies of scale by 
easing controls. 

The speed with which the 
taskforce has acted, and also 
motivated the government to 
move fast, is virtually 
.unprecedented in modern 
India. 

One analyst in California 
said it seemed that the 
Prime Minister bad not only 
used a big vacuum cleaner 
to sweep up all obstacles, 
but had also created a new 
IT vision for the country. 

The IT Taskforce is now 
completing its final report, 
which Is expected to be 
visionary. It has already set 
an annual target of $50tm of 
software exports in 2008. 
Industry observers believe 
this is achievable, especially 
since past obstacles have 
been removed. 

Bill Gates, the Microsoft 
billionaire, recently set up 
an research and develop- 
ment centre at Hyderabad, 
the emerging Silicon Valley 
of TnrHn He said: "India Tum 
all the prerequisites to be a 
software superpower". Incfia 
is determined to achieve this 
status. . 

□ The ’writer, Dewang 
Mehta, is executive director of 
the India's National Associa- 
tion of Software and Service 
Companies, Nasscom. ■ 


I What Texas Instruments dd 
j for Bangalore, the south 
Indian city which has come - 
to be Known as the ' 
country's Sfficon Vafley, 
Computer Associates of the 
US is going to do for 
Calcutta's Salt Lake 
Electronics Complex 
(Saftec). 

Bangalore stole a march 
over other Indian cities to 
the information technology 
sector after Texas 
Instruments established an 
export-oriented software unit 
there as early as 1984. 

That was the first such 
venture in the country. The 
stamp of approval from 
Texas Instruments made 
Bangalore the natural 
destination tor many foreign 
and domestic software units. 

Now, an official of Bengal 
Chamber of Commerce 
says: "CA opening its shop 
at Saltec to March last put 
Calcutta {West Bengal’s 
capital cjty] on the coiaitry’s 
IT map.” 

Webel, the West Bengal 
government agency for (T 
sector promotion the IT 
sector, says: “The quick 
consolidation of business 
here by GA and its 
ambitious plans for the 
Saltec unit are noticed by 
future investors.” 

CA’s Saltec unit is a joint 
venture with the Chatterjee 
Group, an associate of 
Soros Fund Management 
Yet another big nameplate 
that Saltec boasts is 
PricewaterhouseCoopers. 

“We are very happy with 
the quality of intaflectual 
capita/ available in Calcutta,* 
says Sanjay Kumar, 
president of Computer 
Associates. 

“Wb have so far recruited 
150 people for writing 
software and the team is 
being expanded. The joint 
venture, CATS, has nothing 
to complain about in the 
infrastructure at Saltec. 

- "We win be tovesttog 
$100m in India to Jess than 
five years and' there is no 



Crowds throng around Calcutta’s famous Howrah Bridge 


doubt that Calcutta will 
chum a major portion of that 
investment” 

Pumendu Chatterjee, 
chairman of Chatteijee 
Group, says: “The principal 
reason why we chose 
Calcutta for CATS is the 
avaHabBfty of exceSent 
human resources. 

“And, since the software 
Industry has begun to grow 
here recertify, it wilt be easy 
for us to retain talents. We 
will not have to contend with 
high turnover of manpower 
as is the case with 
companies operating out of 
Bangalore. 

“My wholly owned TCG 
Software, which employs 
more than 100 software 
writers, is also at Saltec 
precisely for the same 
reason." 

While the presence of 
CATS and 

PricewaterhouseCoopers is 
Saltec’s strongest selling 
point Bhubaneswar, the 
capital of eastern Indian 
state Orissa, win be looked 
at seriously by prospective 
investors following the 
opening of software 
development centres by 
Infosys and Satyam, India’s 
two highly successful 
software groups. 


According to the 
Information Technology 
Association of Orissa, the 
stale's recently announced 
IT policy and foe steps taken 
to make Bhubaneswar one 
of India's leading software 
cities have been noticed by 
IBM and Microsoft. 

J. B. Patnaik, chief 
minister of Orissa, admits 
that “some states are far 
ahead of us in IT business. 
We cannot be equal to them 
overnight." 

The state entered foe IT 
sectoronly in the middle of 
1996 and is working hard to 
make up for the lost time. 
The Orissa industrial 
Infrastructure Development 
Corporation is to build a 
software technology park 
over 200 acres and a 
multi- storied software 
complex in partnership with 
a private investor. 

it says the electronics 
zone of the export 
promotion industrial park, 
which wiH be close to 
Bhubaneswar, wiH be the 
“ideal location for hardware 
and software manufacturing 
units”. 

Orissa is aware that where 
Calcutta scores over 
Bhubaneswar is in the 
supply of high quaRty human 


resources. 

The state is taking steps 
to overcome this problem by 
creating foe Indian Institute 
of Information Technology, ft 
is negotiating with a US 
univorsity for the opening of 
an offshore software training 
campus in Bhubaneswar. 

“We want to create IT 
awareness among students 
at school level and foe 
colleges in the state will 
offer graduation courses in 
computer science.” says a 
government official. “It will 
be a different scene 
altogether to five years." 

Onssa is not depending on 
big names alone lor 
heralding foe growth of 
software industry. “New 
entrepreneurs with good 
ideas and skills but without 
adequate money will have 
an important role to play in 
the IT sector.” says an 
industry official. 

“A state sponsored 
venture capital fund with an 
initial Rs150m (S3. 56m) Is 
being created to support 
new entrepreneurs." 

Roopen Roy, director of 
PricewaterhouseCoopers in 
India, says: “Webel needs to 
be restructured. It should be 
split into two separate 
companies, one to develop 
and maintain software park 
infrastructure services and 
foe other to run a venture 
capital fund. Ideally, both the 
companies should have 
partners from foe private 
sector.” 

Companies such as Intel 
and GA think India has foe 
capacity to become “world 
leader to value-added 
software” and have decided 
to play the role of venture 
capitalist. 

The challenge for West 
Bengal and Orissa will be to 
create the environment for 
new small software ventures 
to grow. Mr Chatterjee says 
foe Marxist government in 
West Bengal jumped on to 
the IT bandwagon as It 
discovered the “tremendous 
job creating potential of foe 
sector”. 

“But for West Bengal to 
gain leadership status to 
software development, it is 
essential to create a ministry 
of information and 
technology under a dynamic 
technology-savvy minister 
he says. 

"That win send the 
message about the 
government’s intent and 
focus." 


Offshore 

services 
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PAPERLESS SHARE SYSTEM by Krishna Guha 


Electronic market brings 
sizeable efficiency gains 


CASE STUDY 

REDIFF OF MUMBAI 


Investors are shedding their initial 
reluctance to give up traditional ways of 
dealing in securities, now that the 
advantages have gradually become clear 


Gateway to a vast array 
of online resources 


When India decided to set up 
a paperless share depository 
two years ago, a crucial step 
in efforts to modernise its 
financial markets, Tata Con- 
sulting Services was well 
positioned to bid for the 
systems contract. 

India's biggest software 
house had already completed 
a similar project in Switzer- 
land, where it designed the 
software for the Sega elec- 
tronic share depository. 

Sega was a tbrec-to-four- 
year project, with multiple 
deliverables and multi- 
systems, both back- and 
front-end, says S. Ramado- 
rai, managing director of 
TCS. “It gave us the confi- 
dence to bid for these pro- 
jects on a global scale." 

However, TCS was not an 
automatic choice for the 
Indian contract. The fledg- 
ling National Securities 


Depository put out an open 
tender. Inviting interna- 
tional companies to bid for 
the contract. TCS won 
against stiff competition 
from companies including 
Digital Equipment and IBM. 

The fact that TCS was 
Indian was the icing on the 
cake. But it was not the driv- 
ing factor, says Chandrash- 
ekar Btaave, managing direc- 
tor of the depository. 

"We came to the conclu- 
sion that the best way to go 
forward was to buy 
ready-made, and we found 
the Swiss depository bad the 
closest software to what we 
would need." he said. 

The project brief had three 
basic components - the cen- 
tral depository system, the 
front-end system to be used 
by brokers and banks and 
the network used to connect 
them. 




Dealers in Mumbai: new IT systems have strongly increased efficiency in stock market operations 



The stock exchange, Mumbai: a paperless market 


Early on, the depository 
decided to piggy-back on the 
satellite terminal network 
recently set up by the 
National Stock Exchange for 
its trading systems to avoid 
duplicating equipment 

“We wanted to be opera- 
tional fast,'* says Rajesh 
Doshi, executive director at 
the depository responsible 
for systems. 

“We wanted a proven solu- 
tion which could be adapted 
to Indian conditions, scala- 
ble so it could be expanded, 
and reliable." 

The depository decided to 
take responsibility for com- 
missioning all the front-end 
user software to ensure the 
market was ready to use the 
depository when it arrived. 
This would also keep the 
user cost down by spreading 
development expenses 
widely. 

"We said we would give 
them a solution but they 
needed to pay for it," says 
Mr Doshi. So it had to be 
affordable for participants 
ranging from Citibank to a 
very small broker. 

TCS proposed a solution 
based on a central IBM 


mainframe, but using a Win- 
dows NT- Sequel server sys- 
tem to link up with brokers 
rather than the IBM OS/2 
system used by the Swiss 
depository. 

“We changed the front-end 
piece," says Mr Ramadorai. 

He adds that the Indian 
arrangement was technologi- 
cally superior and had 
greater functionality. It was 
also cheaper. 

He says basing the Indian 
software on the existing 
Swiss solution helped to cot 
development cost and time. 
In the end roughly 70 pa- 
cent of the software was 
re useable. 

This reflected the common 
core function. The underly- 
ing depository stores dema- 
terialised information, says 
Mr Ramadorai “It is purely 
a repository of all the infor- 
mation you want to store.” 

However. TCS had to rede- 
velop about 30 per cent of 
the code. This section dealt 
with the way transactions 
take place, the regulations 
that apply, the type of partic- 
ipants in the market and the 
way stock is added and sub- 
tracted and fees are levied. 


Quick brew 
de-hassle-ated 
software 
solutions 

Time-to-market is critical. We at MBT know this for a fact. That's why we've set up 
a development centre in London. So we can offer you solutions right when you need 
them. On-the-spot! Be it for a requirements study or a prototyping for a critical 
application, managing a production system or discussing a Euro solution over a hot cuppa. 

There's more to it. You could choose our offshore option. Backed by our five 
development centres in India. We are equipped to offer you development and 
maintenance of bespoke software solutions, software re-engineering, database conversion, 
systems integration, Y2K conversion, private network solutions and internet-based 
development....the gamut. 

And that's not all. Our pedigree speaks for itself. We are a joint venture between 
Mahindra & Mahindra Ltd. - a blue-chip company 
from India and telecom giant BT. So, enduring 
relationships are our mark. Built upon satisfaction 
from quality deliverables, dependability and 
cost-effectiveness. Ensured by a team of 1300 
top-notch professionals. It's no surprise that we' ve -B -JUft ‘ 
been meeting the stringent requirements of 7 ' 

world leaders like BT, IBM, Syntegra in UK and MCI, 

Axiom, ALLTEL in USA; lime and again. 

We've worked with Midas-Kapiti and 
Lehman Bros., whife servicing areas like Banking and ' vi-: - 

Fsnancia! Services, insurance and Utilities, besides r 

, Telecom. Going from strength to strength for a 

decade now, vveVe notched up a 6 1% growth in '97-98 and are heading 
for an 80% growth this year. And that's no tea-time story, as you wall discover for yourself. 



So, what will it be? Plain old tea or MBT? 
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l- One big difference related 
■ r to the tact that small Inves- 
s tore play a much more active 
2 role in India’s stock markets 

s than in Switzerland. 

Small traders and small 
1 investors account for about 
85 per cent of transactions, 
i says Mr Bhave. By value it is 

- probably 40 per cent retail. 
i But, for the computer, entry 
s value is immaterial - it Is 

the number of entries that 
i counts. 

I Thus India’s depository 
t had to be prepared for a 
l much higher volume of 
r much smaller transactions. 
i At the peak, about 150 TCS 
programmers worked on the 
i depository project and the 

- basic system was operational 

- in six months at a cost of 

; about Rs400m ($iQm). 

7 The bulk of the cost was 

- hardware. Software cost 
about RslOOm. Participating 

- brokers paid Rs300,000 each 
f recouping part, but not all, 
t of the development cost 

; The depository went live 
i in November, 1996. Its 

- systems worked. TCS 
> remained actively involved 

- and the depository later 
added more sophisticated 
Functions. 

But for a year, it struggled 
to win business as investors 
declined to swap easily 
traded paper shares for pap- 
erless transactions, for 
which there was little 
demand. It took a big educa- 
tion campaign and interven- 
tion by India’s market regu- 
lator to set the ball rolling. 

At the start of this year, 
the Securities and Exchange 
Board began to force institu- 
tions to use paperless shares 
to trade in popular stocks. 

This finally triggered a 
rush to Join- Investors signed 
up and began swapping 
share certificates for paper- 
less shares. There are 100,000 
accounts so far, with a vol- 
ume of $4bn to date and ris- 
ing daily. 

Continual need for 
fine-tuning 

. The sharp increase 
brought teething troubles. 
“Whenever we have encoun- 
tered problems these have 
been of volumes," says Mr 
Bhave. “You need constant 
fine-tuning of systems. A 
system is tested for a certain 
volume. If the volume goes 
beyond that, there may be 
problems." 

However, bankers and bro- 
kers, a notoriously demand- 
ing group, have few com- 
plaints. The depository is 
now accepted .as a secure 
and efficient system for set- 
tling institutional deals and 
retail investors, are catching 
on. 

Mr Bhave says the applica- 
tion of information technol- 
ogy has brought big effi- 
ciency gains for the Indian 
stock market. Custody- and 
transaction costs have been 
reduced sharply. 

Bayers also benefit from 
stamp duty exemption. Bro- 
kers profit froni a fell in pro- 
cessing costs 'and instant 
tr ansf er which reduces their 

need to finance trades with 
bridging loans. . 

The paperless market is 
cleaner and more secure 
than the paper market with 
its many forged and disputed 
certificates. 

For TCS. the National 
Depository involvement 
proved the importance of 
building teams with industry 
experience and management 
skills as well as program- 
ming expertise in order to 
deliver a complex contract 
cheaply . and on time: 

“It. is certainly a show- 
piece.” says Mr Ramadorai. 
Since buflding India's deposi- 
tory, the company has won 
contracts to design the soft- 
ware for new electronic 
depositories'in Malaysia and 
South Africa. 


The newcomer has already become the 
country’s most visited web site 

Intel the world's largest 
semiconductor • 
manufacturer, has been 
notably absent from the list 

of US technology 

companies, including other 
chipmakers such as Texas 
instruments and Motorola. 

that have set up software 
development or design 
operations in India. ' 

But. during a recent visit 
to India. Craig Barrett. Intel’s 
new chief executive, agreed 
to make the group's first . 
direct investment In India - 
a snail minority stake of 
about 10 per cent in a 
Mumbai (Bombayj-based 
Internet content start-up that 
plans to become India's 
premier “portal" site. 

Recfiff was set-up Founder Apt Baiakrishnan says: 

two-and-a-half years ago by Trie want tobetfra ultimate 
Afrt Baiakrishnan- portal rite for Indians in Imfia - 

*We want to be the and overseas* 

ultimate portaJ site for . 

Indians In lndia and than 650.000 visitors a 

overseas,* says Mr. month, provides its own 

Baiakrishnan, who. has * news service, a free e-ma 
assembled a team, including service and a home page 
15 journalists, to help turn creation sendee which 
his «nbitions into reality. . enables users to construct 
The portal site, which has their own web homepages 
already become India's most without technical assistant 
visited web site with more Other services include a 



than 650.000 visitors a 
month, provides its own 
news service, a free e-mail 
service and a home page 
creation sendee which 
enables users to construct 
their own web homepages 
without technical assistance. 

Other services include an 


onfina job' listing service , 
which now lists more than 
2,000 vacancies daily and. 
which allows online 
appfications. It also provides 
a gateway to the vast 
krfdmtatlon Tesources now ; 
available on the web about 
India and is pioneering 
consumer e-commerce with 
an expanding range of 
transactional services. 

These include an 
electronic music store 
featuring 40.000 titles, a 
bookshop with 100,000 
titles, a DivaB (Hindu Festival 
of Light), gift shop, film \ 
reviews and Bombay theatre 
booking service and online 
travel agency enabling 
visitors to choose and book 
hotels in India online. 

“We want to build a 
scalable model based on 
both advertising and 
transaction revenues,* says 
Mr Baiakrishnan. So far, the 
site, built using IBM’s 
Net-Commerce software 
running on Intel-based 
Pentium II servers, has 25 
advertisers. He reckons 20 
per cent of Indians overseas 
already log into the site. 

‘Our goal is to have a 40 
per cent share,* he adds. 


Paul Taylor 


India’s IT mantra 


From page 1: 

large pool of relatively low- 
cost, technically qualified 
and English-speaking soft- 
ware professionals that' has 
underpinned its success. 

An entry-level software 
programmer recruited by 
one of India’s top domestic 
software companies can 
expect to earn about $500 a 
month to start with, rising 
to about $1,000 after three 
years and $2,000 a month 
after six years. 

As competition grows for 
the best graduates and engi- 
neers with experience, wages 
are rising rapidly and attri- 
tion rates have soared. 

“India is feeing a severe 
shortage of expertise and 
companies are struggling to 
keep people.” says Rahul 
Kanodla, of Datamatics. 
“The biggest problem is at 
the project manager leveL" 

' “Wages have been rising 
at about 25 per cent a year 
for the past five years,” says 
N. R. Narayana Murthy, 
Infosys* chief executive. On 
that basis the cost advantage 
enjoyed by Indian companies 
in the $750bn-a-year global 
software market wfll erode 
quickly. Offsetting this wage 
inflation, Nasscom calcu- 


lates that productivity is 
also rising rapidly, from 
about 821,000 an engineer in 
1992 to $45,000 by 1996. As a 
result India is still very cost- 
competitive. 

But most leading Indian 
software companies recog- 
nise that cost is not a sus- 
tainable strategic advantage. 
Instead, they have developed 
strategies which they believe 
will enable them to build 
their brands and move up 
the value ladder, either by 
delivering high quality cus- 
tomised services and con- 
sulting or by developing 
branded products for the 
global market . 

Both strategies have their 
advantages and dangers. 
Most leading Indian software 
companies have already 
forged strong partnerships 
with their overseas partners 
and have shifted work off- 
shore as the confidence of 
the customers has grown. 

As a result the proportion 
of work undertaken for cli- 
ents on-site has fallen from 
more than 90 per cent at the 
start of the decade to less 
than 60 per cent today. 

Although on the face of it. 
India's share of the overall 
world software market 
appears tiny, some analysts 


including those at First 
Global In Bombay, suggest 
that India’s share of its real 
target market - support and 
maintenance and a small ele- 
ment of systems integration 
and application development 
- is actually around 5.5 per 
cent and will rise to about 11 
per cent by the end of the 
decade. 

This, coupled with a down- 
turn in year 2000 work, could 
result in slowing growth, 
they suggest. 

If this turns out to be true 
it is likely that it will be the 
smaller and medium-sized 
companies that are most 
dependent on. basic com- 
puter services which will be 
hardest hit. 

In contrast, some of the 
top tier companies are 
investing heavily in research 
and development and in par- 
ticular in building software 
packages - especially in the 
banking, enterprise resource 
planning area - or develop- 
ing software modules and 
components for use in oth- 
er's packages. 

“Tliis is a high risk, high 
reward strategy," says R. 
Ravisankar. Citicorp Infor- 
mation Technology Indus- 
tries' chief executive. “You 
cannot go half way." 
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As you grapple with the Millennium bug, 
are you missing the larger picture? 

FLEXCUBE 

Universal Banking Solution fnr the Next Millennium 

Urgent problems, tike the Y2K bug. can make you obBvious to more fundamental challenges ahead. 
Like managing growing customer expectations, launching new products, controlling risks and irrsprovinc 
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D oomsters have been 

having a field day . 1 

with their grim* •• ; 
warnings about what 
could happen when computer * 

clocks switch to 2000 ^ but scarf 

of their forecasts have already ' 
started to oome true - ", 
Many companies are ■ ■ . ' * • 7 . 
e xperie ncing year 2MQ CY?Kj 
software-related failures and ^ : 
quietly dealing with the > 
consequences. This trend win < 
gather pace, even though^}© «; - 
new millennium is still-iae^A 
than a year away, ‘ jr ±~- ’ 
While much has"been discussed 
about the potential consequences 
of hundreds of millions- of - • i - 
computer clocks turning over to 
the 2000 date and triggering/- . . - 
software failures, the feet is that 
Y2K failures are already-;, ’• 
becoming increasingly common. 

The problem is Straining . 
information technology burets 
and delaying the development of 
key business opportunities, 

A survey by the Information 
Technology Association? oft 
America, a trade organisation,- - . 
found earlier this year.- that 44 per' 
cent of around 456; companies 
surveyed had already - F - > . ... 
experienced Y2K-related fetiures - - 
in IT systems dealing with their 
day-today operations. 

A further 67 per cent reported ' 
Y2K failures in IT systems under 
test conditions, demonstrating 
that fixing the software usually 
introduces new bugs that can 
only be discovered by. 
comprehensive testing. : - 
Y2K failures have not generally 
stopped businesses in then: 
tracks, but awkward upsets have 
occurred. 

“There bayealready been some 
high-profile Y2K sjfstemfeDures 
but companies don't want to 
admit they’ve hadrprobleihs;" . 
says Ed Yourdoti, ebairnjan and 
co-founder of the Cutter 
Consortium, ah ^consultancy Jn - 
the US, and a leading expat on ■ . 
Y2K arid IT issues- “We will see- . 
more of these types qffeQures 
over the next year”^ - i. Zi . 

Trigger for eaily 
failures 

Such early FT system feaJtHwwfll 
occur more often as 300ft. • *' 
approaches, simply because IT 
systems generally look ahead in 
terms of forecasting gales, orders 
and otiier business functions. 

Gartner Group, the US JT. 
consultancy, estimates that most 
userdeveloped applications will 
experience a Y2K-related failure 
by the close of 1988. 

The rollover of company and 
government fiscal years will be 
another trigger tor early Y2K 
failures. Next spring, the 2000 
fiscal years of New York dty and 
several US states, plus the . • 
government of Mexico, wifi 
begin. 

“We will see very public Y2K 
failures,” predicts Mr Yourdon, 
“Y2K failures during this time 
will give so me indication of what 
private sector companies can 
expect.” 

With time ninninguafc. Jt is • 
already too late for companies to 
attempt a wide-ranging ovmhaul 
erf their IT systems. 

“It was already too late to 

make maim* fixes by the 

beginning of this year,” notes 
Capers Jones, an internationally 
respected Y2K aut hority and 
chief scientist of Artemis 
Mana gement Systems of the US. 



Many , outside the IT profes si on have been hoping a ‘aivar boBef wHj be developed that would easfty fix Y2K pr ob lems, but fT profesaionaiB know auch a thtnfl is impoaaibto 


MjMnfiorr Iteft Thomas 


Millennium ‘bomb’ is already ticking 

The need to. ensure that vital systems, do not fail in 2000 is holding up other IT work, writes Tom Foremski 


- Mr Jones is recommending that 
his clients do what they can to 
implement Y2K solutipnswbfle 
nmMng contingency plans for - 
wrest case scenarios. 

Fixing older .systems ip s .- . 
time-consuming, and replacing ~ 
them with new ones requires at 
least two yearn of planning, 
installation and testing. Yet 
Gartner estimates that 28 per; ' 
cent of all US companies have yet 
to startwork on Y2K, 

MrJooes, who, Advises 
go v ernments on Y2K issues, says 
that the IEJ and the. UK are ahead 
af other- WHrptries in fixing their '• 
computer systens, with the rest 
of the warid for behind. ••• 

Soros economists, notably Ed '. 
Yardeni, chief economist of 
Deutsche Bank Securities in New 
York, have ws^ned.that Y2K 
problems have a 70 per cent 
diance of triggering a global 

recession..--/.-.- 

Mr Jones says that with his 
best case scenario of 85 per cent 
of fixes completed fethe US and 

the UK, “it puts us oh the cusp of 
a possible recession”. ... 

He had advised tbe European 
Union to delay the launch, of tbe 
euro, arguing that IT 
departments do not have the 
resources to tackle two of the 
most challenging FT projects ever 
encountered. 

“The euro affects about 10 . 
million so ftw are applications, but 
Y2K affects some 36 million, 
software applications 
worldwide," estimates Mr Jones. 

Usually about 15-per cent of IT 
projects are six months or more - 
behind schedule. With Y2K the 
most challenging IT project of all 
time, many companies wDl not - - 


complete' their Y2K work in time. 

There are tools available for 
dealing with Y2K problems, but 
this is stQl a tedious job: “We 
have a tool that helps with Y2K 
but with. 600 applications, we still 
heed through each 
application and then test it to 
make sure there are no 
problems,*’ notes Nadav - 
Aharonov, systems analyst at the 
University of San Francisco. “It 
is a major job,” 

Many outside the IT profession 
have been hoping a “silver 
bullet" will- be developed that - 
would easily fix Y2K problems, 
but-FT professionals know such a 
thing is impossible. 

“A silver bullet is impossible to 
develop. There are hundreds of 
computer languages and a wide 
variety of systems,” says Karim 
Isfehani, industry analyst at Giga 
Information Group, an IT 
consultancy in the US. 

Even tf companies have been 
.rijQigent and converted all their 
y nig^riem critical applications to be 
Y2K compliant, there are many 
other dangers. 

Power and telecom 
services 

“ff the electric power grid fells, 
; you won't know if you have a 
Y2K systems failure,” says Mr 
Jones. And with an interlocked 
economy, a Y2K failure with a 
company’s key supplier win 
create a significant problem. 

There are also systems 
harbouring Y2K problems that ' 
many companies have yet to 
address. “Teleconummicafltms 
systems are a potential problem,” 


says Mr Yourdon. “Companies 
may have addressed their . 
mission critical systems but 
haven’t oonsiderisd if their EBX is 
aqfo f . - - 

The.extra spending on *Y2B *■ 
mpMB«i that already hard-pressed:. 
IT departments wOl not able 
to devote time to exploiting key 
business opportunities. 

“We have found that most IT 
departments haive stopped 
development <tf other IT projects 
so that they can concentrate on 
Y2K," says Mr Isfehani; “But 
electronic commerce projects 
have not been delayed. Most 
companies consider it a strategic 
project." 

Mr Yourdon predicts: <i By the 
middle otf 1999, you will see IT 
spending on hardware and 
software drop considerably 
because IT departments will 
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want to stabilise their systems 
and won't want to install new 
systems until they know they 
can get through the date 
change.” 

- Many IT vendors are already 
warning their shareholders that 
Y2K work will result In lower 
sales in 1999. “We think that pur 
sales won't grow as fast in 1999 
because of Y2K work within 
companies,” notes Mark Nittter, 
vice-president of applications at 
US-based PeopleSaft, which 
provides software for large 
corporations. 

Apart from the US and the UK, 
most other countries are way 
behind in their Y2K projects, 
either because they have not 
considered how important the 
issue is or, in cases such as 
Russia, there is no money for 
such work. And. with much of 
the world in economic recession, 
tbe lack of money makes Y2K a 
low priority. 

While some may recoil at the 
doom and gloom scenarios for 
YZK failures, others think it 
could turn out to be a relatively 
minor problem. In a 450-page 
report released earlier this year 
by Merrill Lynch - Y2K: 
implications far Investors - the 

US investment bank’s analysts 
claim that tbe majority of Y2K 
work will be completed in time. 

“Most companies have been 
working on their Y2K projects for 
two years and there.are 
one-and-a half years left "the 
report says. “Microsoft Latin 
America and Communism all 
c h a n ged radically in a lot less 
time." 

The Y2K problem has its roots 
in tbe early years of the 


computer industry, when memory 
and data storage was expensive 
and required that programmers 
used two-digit date codes. By tbe 
early 1980s, tills was no longer an 
issue, yet programmers 
continued to use two-digit codes. 

Tn many large organisations, 
including the Department of 
Defense, there were standards 
that mandated the use of two 
digit codes,” says Mr Jones. T 
know of Instances of 
prognmnners using four-digit 
date codes who ware told to 
rewrite their software because it 
did not comply with their 
organisation’s standards.” 

Mr Yourdon says that although 
he warned in the early 1970s that 
two-digit date fields would 

become a problem, he only began 
publicising (he issue in 1995. 

“Even in 1995, there was not 
much of an audience for Y2K 
issues." 

One of the first programmers 
who tried to draw attention to 
the problem at an early date was 
BUI Schoen, a US software expert 
who has worked for several 
leading companies. In 1983, he 
developed the first commercial 
Y2K tool and spent several 
frustrating years making 
presentations to leading, 
companies. Only two 
corporations bought tbe tool. 

.“If companies had begun using, 
fourdigit year dates in tbe early 
1980s, you would not have heard 
about the year 200Q problem," Mr 
Schoen says. 

“It would have been a trivial 
thing to useTour-digit dates. It 
would not have cost anything in 
terms of labour or computer 
resources.” ‘ 


Such early preparations would 
have avoided most of the global 
cost of dealing with Y2K, 
estimates for which range from 
about SSOObn from Gartner Group 
to Mr Jones’ figure of $L340bn. 
“Companies will effectively have 
nothing to show for this 
investment,” adds Mr Yourdon. 

Mr Schoen is scathing about 
the IT sector’s failure to tackle 
the problem in good time. “I am 
just a simple Cobol programmer, 
and I knew about the problem 20 
years ago, and so did many other 
programmers. 

“You have to ask the question, 
why didn’t the IT gurus, the 
major IT systems providers, the 
IT standards organisations 
provide the early leadership that 
recommended that four-digit date 
codes be used? 

“We wouldn’t be in this mess If 
they had.” 

On other pages 

□ IT guru’s viewpoint Peter de 
Jager explains why companies 
must show they have tackled the 
Y2K problem - or the public 
may panic: page 3. 

□ Impact on financial services: 
much work to done: page 4. 

□ Sectors at risk: pages 5-6. 

□ Embedded chips: system 
failures could be a matter of life 
and death: page 8 

□ MiHennitun stocks: high-flyers 
come down to earth with a 
bump: page 9 

□ Investors worried by some 
companies’ silence: page 9 

□ Failure could lead to a legal 
claims bonanza: page 10 

□ Role of tbe Y2K software 
‘factories’: page 11 
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Windows faces a fresh 
challenge from rivals 


Microsoft and Oracle look set to do battle for control of the 
industry, reports George Black 


Oracle, the world's leading 
database vendor, is to 
attempt ‘to challenge the 
dominance' of Microsoft’s 
Windows operating system. * 

At Comdex, the trade 
show In Las Vegas, Oracle 
announced a plan for a new 
type of server which would 
run without the need for 
Windows. 

Larry Ellison, Oracle’s 
chief executive, said he had 
discussed the project, code- 
named “Raw Iron", with sev- 
eral leading hardware manu- 
facturers, including Compaq, 
Dell. Hewlett-Packard and 
Sun Microsystems. He said 
he was confident that 
machines of this type would 
be on the market by March 
next year. 

At the same time, Micro- 
soft is seeking to replace 
Oracle as the primary sup- 
plier of corporate databases. 
Microsoft's SQL Server ver- 


sion 7.0, launched at Com- 
dex, is claimed to be much 
better able than its .predeces- 
sor to support large installa- 
tions of business software 
such as SAP’s R/3. 

Oracle claimed that a new 
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version of its own database 
fsi) would be substantially 
cheaper than the SQL Server 
7.0 and would compete with 
Microsoft’s Access database 
in smaller companies. 

Mr Ellison and BUI Gates, 
Microsoft’s chief executive, 
jointly opened Comdex, giv- 
ing opposing views of the 
industry’s future. 

Mr Gates said the PC 


would "go for beyond what 
any systems have been able 
to do In the past," although 
he conceded that it still 

needed to be made easier to 
use. 

Mr Ellison returned to his 
theme that PCs and client/ 
server networks were too 
'expensive and inefficient to 
maintain their present role. 

Two years ago, Mr Ellison 
predicted that the "network 
computer” - a cut-down ver- 
sion of the PC, receiving its 
software mainly from a 
server across a network - 
would supplant the tradi- 
tional PC. 

So far, the NC has had 
only limited success among, 
large user, but some vendors 
and industry experts are'stffl 
convinced it will ultimately 
triumph. 

At Comdex, Mr Ellison 
argued that the Internet 
would make Windows super- 


fluous over the next couple 
of years. 

The two rival companies 
are now heading for an 
intense marketing battle to 
persuade hardware and soft- 
ware companies to back 
their differing strategies. 

Sun, a leading producer of 
high-powered workstations, 
will almost certainly join the 
Oracle camp, because it is In 
a legal dispute with Micro- 
soft over the development of 
the Java language. See 
report, below, 

IBM, which has been a 
prominent backer of the NC 
concept,, is also likely to sup- 
port Oracle in ardor to try to 
loosen Microsoft's grip on 
the industry. 

However, it is doubtful 
how many others may fol- 
low. Hewlett-Packard and 
Compaq, which now owns 
Digital, are both now more 
closely associated with 
Microsoft. 

It will be Important to see 
whether Oracle can convince 
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THE MONTH IN BRIEF 


Larry Bteon, chief executive of Oracle, tatrocbicas new software at 
the Oracle Open World conference fat San ftandmv last month. 
The new software, caBed Orocteffi, is designed to replace 'cfient/ 
server* computing fay a ll owin g con sume rs aid twin — as to uaa . 
the Internet to store data at a siogte, contrafead location * ap 


large users that its model 
offers a real prospect of ach- 
ieving a big reduction in the 
total cost of ownership of 
information technology. 

It is the cost of supporting 
systems, rather than the 
purchase .price, which has 
boon troubling finance and 


TT directors In . the past few 
years. . v 

They will need to be per- 
suaded that the chance of 
substantial cost-savings is 
wroth the. massive upheaval 
and considerable, business 
risk Involved in abandoning 
Windows. 


JAVA DISPUTE 


Sun wins a round 


Microsoft has been ordered 
by a court in California to 
modify its Windows 98 and 
Internet Explorer products 
to comply with the terms of 
its licence to use Sun Micro- 
systems* Java language. 

The judge's preliminary 
injunction demanded that 
Microsoft stop selling an 
altered version of Java. US 
government lawyers say the 
ruling will help their anti- 
trust case against Microsoft 
which Is proceeding in a 
court in Washington. 

Microsoft Is accused, 
among other charges, of 
manipulating Java to pre- 
vent it becoming a threat to 
its Windows operating sys- 
tem. The company says the 
decision will have little 
impact on the anti-trust 
case. In the Washington 
court, damaging evidence 
against Microsoft was given 
by Intel, the chip manufac- 


turer. Steven McGeady, 
Intel's vice-president of 
Internet technologies, 
alleged that Microsoft had 
repeatedly tried to force his 
company to dose down its 
software division, making “a 
credible and fairly terrifying 
threat” to subvert the 
launch of the MMX genera- 
tion of Intel chips in 1995. 

According to Intel, Bill 
Gates. Microsoft's chief exec- 
utive, told Andy Grove, for- 
mer chief executive of Intel, 
to shut down the Intel archi- 
tecture laboratories which 
were working on Internet 
software. An internal Micro- 
soft e-mail of 1996 indicated 
that Microsoft mistrusted Mr 
McGeady and considered 
him an ally of Sun. 

The court was told that 
Microsoft feared Intel would 
lead a coalition of competi- 
tors seeking to enter the 
operating system market. 


Microsoft believed that Intel 
had no right to Intrude into 
the area dominated by Win- 
dows. the court heard. 

Mr McGeady also tpsttncri 
that Microsoft had detailed 
plans to “cut off the air sup- 
ply” to Netscape Communi- 
cations by giving away its 
Internet Explorer browser to 
prevent Netscape becoming 
established in that market. 
Hie alleged abuse of Micro- 
soft's monopoly power to 
crush Netscape is one of the 
government's main charges. 
Mr Gates, in his videotaped 
evidence, denied threatening 
Intel or putting pressure on 
it to stop supporting Net- 
scape. 

America Online, the lead- 
ing internet service pro- 
vider, has testified that 
Microsoft offered “tens of 
millions of dollars" to do a 
deal with it rather than with 
Netscape. 


YEAR 2000 COMPUTER-COMPLIANCE 


Counting the cost 


Companies and public 
services still face substantial 
risks from the so-called mil- 
lenium “bomb”, according to 
new reports by Cap Gemini 
and Taskforce 2000. 

Cap Gemini, the French 
computing services com- 
pany, said the cost of conver- 
sion had risen by 20 per cent 
in the past six months as 
companies found out the 
scale of the problem. This 
increased the likelihood that 
projects would slip behind 
schedule. The timetable was 
already very tight for many 
organisations, with too little 
time allocated to testing 
systems, it said. 

Smaller companies were at 
greatest risk and their fail- 
ure could disrupt whole sup- 
ply chains. There was a lack 
of planning to ensure busi- 
ness continuity, especially in 
Europe, when compared to 
the US: 


Taskforce 2000, the UK 
government agency, warned 
that public services could 
come to a halt because of the 
millennium date problem. 

Most government bodies 
were doing too little testing, 
it rfatrnad thus creating a 
risk of significant .break- 
downs. 

Several UK government 
departments are classed as 
“hi risk” by the agency. 
Some are badly behind 
schedule and will not have 
time to complete testing by 
2000. It proposed that the 
government should put more 


resources into areas most at 
risk. 

Police forces in Bri train 
are working with the army 
on contingency plans to cope 
with emergencies which 
could' result from the year 
2000 problem. 

Water and electricity sup- 
plies could be disrupted, 
warned United Utilities. Sev- 
eral large US companies 
have recently admitted seri- 
ous risks related to year 2000 
computer issue. 


For' detailed reports, see 
pages 3 to 11.- . 
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The European market for 
e-commerce will grow mas- 
sively, from $3&5m last year 
to $8.07bn in 2004, predicts 
Frost & Sullivan, the US 
market research company, it 
defines e-commerce nar- 
rowly as real-time commer- 
cial transactions an the 
Internet, excluding advertis- 
ing and other sources of rev- 
enue. Over the same period, 
the number of Internet sub- 
scribers will shoot up from 
9 -9m to 449m. The Internet 
market for consumer prod- 
ucts is seen likely to become 
“the fastest growing market 
in history.” 

.Using a hroader definition, 
Forrester Research, another 
US market researcher, esti- 
mates that Internet-based 
commerce could reach 
S3^00bn worldwide by 2003. 
This would represent nearly 
5 per cent of global sales. Its 
low-end estimate is $1.400bn. 
The study includes elec- 
tronic data Interchange 
transactions expected to 
take place on the Internet. 

Applications boom 
predicted 

The applications software 
market will more than dou- 
ble in the next five years to 
348bn. forecasts a new report 
by International Data Corpo- 
ration, in contrast to some 
o ther analysts’ warnings of a 
slowdown. Some of the fast- 
est growth will come in the 
telecoms sector, as deregu- 
lation, greater competition, 
mergers and the rise in 
Internet traffic have an 
impact Manufacturing will 
account for a third of -the 
total software revenue. 

UK industry lags 
on euro 

Only. 18 per cent of UK 
manufacturing companies 
are fully ready for the euro, 
according to a survey by the 
Computers In Manufacturing 
exhibition organisers. 

The study, based on 1,700 
phone interviews with IT 

mana gPi'tg in manu fagfair ^ g 

companies, found that more 
than 80 per cent.had no writ- 
ten guarantees that their 
systems could handle the 
euro. A quarter had taken, no 
action to replace non-compli- 
ant systems. • 

NT the f platform of 
choice’ 

A big majority of informa- 
tion systems executives are 


planning to use Microsoft’s 
Windows NT as the -operat- 
ing system (or their critical 
applications, says a survey 
by EMC. the storage equip- 
ment vendor. 

Among 850 IT executives 
in large companies world- 
wide, 83 per cent will adopt 
NT as their primary system 
and most say their volume of 
data based on NT is already 
increasing rapidly. But most 
IT managers admit they lack 
the tools to manage these 
systems properly, EMC says. 

Big outsourcing 
rise forseen 

UK public sector outsourc- 
ing will grow by 66 per cent 
over the next five years, 
forecasts the Kable consul- 
tancy. The market is domi- 
nated by EDS with 32 per 
cent; Racal is second with 8 
per cent 

“Although there are prob- 
lems with some of the public 
sector contracts, there is no 
real sign that these are pre- 
venting many more being 
signed up," says research 
manager Paul Smith. 

Data to overtake 
voice 

Within the next two years 
the total volume of data car- 
ried over the world's tele- 
communications networks 
will exceed that of voice, 
says Price Waterhouse Coop- 
ers in its - “Technology Fore- 
cast 1999". 

As a result, telecommum- 
cations operators will need 
to transform fundamentally 
their infrastructure, from 
the circuit-switched net- 
works they have invested in 
for over 100 years to packet- 
switched networks designed 
primarily for data. 

UK banks called 
’complacent 1 

The UK's high street 
banks are complacent about 
new competitors and are not 
adopting information tech- 
nology aggressively enou g h, 
says a study by Delottte Con- 
sulting. 

It warns that the percent- 
age of customers swi tching 
their accounts to other 
banks will rise sharply as 
the costs of doing sq are 
reduced by new technology. 

- The banks need to adopt 
the Internet and online 
banking to provide a better 
service, says the consul- 
tancy. 
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which currently supplies its browser to AQL 

basis. Microsoft said the deal would undercut the government's 

anti-trust case, but government lawyers denied this. 

Sun under fire over Java 

Sun Microsystems Is being chall enged l over 

Java language. A group of competitors Indi^ig MterMoft and 

Hewtatt-Packard say they will set their own standard ft* 

applying the language to programming devices su chas mobte 

phones and printers. Java Lobby, a systems devetopers^ 

organi sa tion, also wants Sun to collaborate. Sun responded 

that it ooufcJ develop java standards faster 

group and threatened competitors with legal action If they 

broke thek contracts for use of the language. 

Mew range from Compaq 

Compaq, the world leader in the personal oimputer mmket. 
has announced new machines fitted with modems claimed to 
be 300 times faster than the current standard. The new PCs wul 
have DSL modems, capable of connecting to the Internet at 1-5 
megabits per second, rather than the 56K standard connection. 
Traditionally dedicated to the reseller channel, Compaq intends 
to start sailing heavily direct to customers through the Internet 
and call centres. 
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HP improves PC sales 

Hewlett-Packard's personal computers and printers sold well In 
the third quarter. Revenues were up by 4 per cent to $i2£bn. 
with net profits down by 12 percent to $71 Om, but slightly 
above expectations after special charges of S170m for 
voluntary redundancies and asset write-offs. The weak markets 
of Asia and Latin America could continue to affect results in the 
next year, the company warned. Annual revenues were up by 
10 per oerrt to $47bn, wtth profit down 6 per cent to $2.9bn. 

Rising demand for Intel chips 

Intel, the chip manufacturer, has said that Its fourth quarter 
revenues will be above expectations because of rising 
worldwide demand for personal computers of all types. It has 
revised Its forecast upward, from a slight increase in the fourth 
quarter to betwween 8 and 10 per cent above its third quarter 
revenue. It also foresees some Improvement in the Japanese 
market The company is considering building a factory in 
eastern Europe or the Baltic States. 

UK start-up attracts investment 

Intel and Cisco, the network equipment maker, have each 
invested SlOm in Bookham Technologies, a UK start-up 
company which claims a world lead in developing optics on a 
chip. The new technology is aimed at cutting the cost of 
telecommunications by doing away with the need for expensive 
equipment to convert signals from optical fibre lines to signals 
for copper wires. Bookham Is privately owned and at present 
still making, a loss. 

Asian boost for Dell 

DeU, the personal computer maker, has bucked tire overall 
trend by recortfing a 49 per cent increase in sales in the 
Asia-Pacific region. Including Japan. In the third quarter. Total 
revenues were up by 51 per cent to $4„8bn, with net profits up 
by 55 per cent to $384m. The results were slightly above most 
analysts' expectations. Michael Dell, the chief executive, said 
conditions in the technology sector remained “healthy" and the 
company, was growing at live times the industry average rate. 
Winning web sites: see page 22 

EDS and IBM win welfare deal 

A consortium led by EDS and IBM has won a contract with an 
estimated value of £7bn to run the UK Social Security- 
Depa-tmenf s computer systems over the next ten years. The 
group, which also include® Cable and Wireless and 
PrlcewaterhouseCoopers, has been appointed to undertake the 
Acc ord pro ject, operating the department's benefit ' 
administration systems. These include mainframes, mid-range 
and desktop computers. 

Microsoft’s wireless data venture 

A joint venture is being formed by Microsoft with Qualcomm, a 
develop er of wireless communications products. The aim te to 
develop software to use with a new generation of devices that 
combine mobile phone and portable computer technology. The 
partnership could compete wtth the recently announced joint 
venture between Psion, Motorola, Nokia and Ericsson. 

Baan founder quits board 

Jan Baan, founder of the Dutch business software developer, is 
to leave the board of tiro company after Its shares fell by 80 per 
cent In the pest few months. Management of the company was 
handed over in Jiiy to Tom Tinsley, as chairman. Further 
non-executive d rectors are expected to be appointed. Baan is 
a principal competitor with SAP, Oracle and PeoptaSoft 


Financial Times Surveys 

One Southwark Bridge 
London SE19NL 
Tel +44 (0)1 71 878 4090 
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IT GURU? VIEWPOINT: PETER DE JAGE R 

Spreading the 
good news about 


Companies must show how they have tackled the millennium 
problem and not be put off by lawyers - or the public may 
panic, writes Bod Newing 


Peter de Jager was planning 

to pass the evening of 
Decembers!, 1999, in Dublin, 
“tiie best place for music in 
all of Ireland". Instead, be 
may spend t fre nfgfif on an 
aircraft. The reescm Is the 
need to spread some good 
news about the year 2000 
problem.' 

"I am surprisingly pleased 
by the tremendous p rogress 
the US Federal Aviation 
Authority and the airlines 
have made," he says. “I 
intend to work closely with 
them over the neat few 

mnyitfig and if they COHVlDCB 

me of some things, I will 
announce that I plan to be 

flying thwt night- 1 * 

Mir de Jager, whose back- 
ground ‘ is in mathematics 
and computer science, fine- 
cast some seven yean ago 
the problems that would 
occur for computers when 
2000 arrived. He has since 
become a leading guru in 
this subject He strongly 
believes there needs to be- 
soms good news about the 
year 2000 issue. 

"Now is the time for com- 
panies to say honestly what 


they have achieved, what 
they have actually fixed and 
wbai remains to be done," 
he says. "Unless . these 
achievements start becom- 
ing widely known, people 

Will ftcwinw untiling Viaa 

been done and there will be 
justifiable panic:" 

. He is not expecting 
national electricity or tele- 
phone blackouts or that air- 
craft will be grounded every- 
where. However, he does 
predict localised blackouts 
and the grounding of aircraft 
in' some locations. He 
believes we have lost sight 
of the fact that the year 2000 
issue was only ever going to 
be catastrophic if people did 

nothing. 

"The reality is that, as late 
as we have started, a tre- 
mendous amount of effort 
has been expended,” says Mr 
de Jager, who has worked as 
a programmer for banks, 
insurance companies and 
retailers, as well as for IBM. 

“The CIBC bank in Canada 
alone has 1,000 working on 
the problem, which is good 
news, but at the moment 
there’s no public evidence of 
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Poople m» bogkmlng to roaBse how big and how sorioua the ysar 
2000 problem Is and are thus generating the momentum and 
modvaflon needed to solve It, says «0r De Jager - 


the progress made. 

“It Is time for the lawyers 
to shut up and get out of the 
picture. Boards must com- 
municate what they have 
done by taking advertise- 
ments, p^hflr' meet- 

ings, faulting to the ipedla 
and generally communicat- 
ing the good news.” 

Mr de Jhger is frequently 
asked: "Should I take my 
money out of the bank?" He 
says the banks have done a 
tremendous awiwnwf of work 
which must be communi- 
cated to their depositors, 
otherwise they will be ner- 
vous. And if they are ner- 
vous, they will take their 
money out. 

Challenged over bis use of 
the emotive word "panic" he 
says there will be disrup- 
tions and he advises people 
to prepare for the year 2000 
in the same rational way 
Americans prepare for a hur- 
ricane or an earthquake. 

All organisations must put 
contingency plans in place 
so that when unforeseen 
problems occur, business 
ran continu e. Customers and 
the public need to know they 
are not going to be affected 
and will continue to get ser- 
vice. 

"It frustrates me 
immensely that I am now 
talking about contingency 
plans," says Mr de Jager. "A 
contingency plan is some- 
thing you talk about when 
you have failed to solve the 
problem in the first place. 
Right f rom the beginning we 
bad an opportunity to solve 
this problem and we chose 
not to do it. It is a sad com- 
mentary on both manage- 
ment and government?" 

Some 80 per cent of small 
businesses have not yet 
started to address the year 
2000 issue, but that does not 






worry Mr de Jager. "Twenty- 
one per cent don't even use a 
computer and the rest use 
PC-based packaged software, 
which is easy to upgrade,” 
be says. 

Medium and large compa- 
nies are different, because 
they have the problem of 
embedded chips. Mr de Jager 
expects embedded systems 
to cause problems, but 
believes that the number erf 
failures will be very small. 
Unfortunately, they will be 
in areas with a large impact, 
such as in a chemical plant 
or on a ship. 

Mr de Jager believes that 
all organisations will drop 
non-year 2000 projects next 
year - and that 40 per cent 
have already done so. Only 
25 per cent of existing pro- 
grammers are on year 2000 
tasks and he expects the 
number to approach 100 per 
cent by the end of 1999. 

“There can be no more 
new toys until we clean up 


our room,” he says. “The 
euro could be the worst 
thing Europe has ever done, 
not as a comment on the 
principle, but as a conflict- 
ing resource demand to the 
year 2000. It doesn't matter if 
it is delayed.” At this stage, 
however, the euro’s arrival 
is imminent 

People are finally begin- 
ning to realise how big and 
how serious the year 2000 
problem is and are thus gen- 
erating the TWflmiwfann anil 
motivation needed to fix it 

"A tremendous amount of 
work has been expended and 
we are making good prog- 
ress,” he says. “We are not 
going to get everything 
done, but it will not be the 
end of the world. Anyone 
who says that the year 2000 
issue will not be a problem 
for their organisation is 
i gnoring that fact that his- 
torically, 80 per cent of pro- 
jects are delivered late or 
never.” 
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Many year 2000 managers 
he meets are displaying cau- 
tious optimism. They sound 
determined, but not too sure 
of themselves, and so an not 
complacent They r ecog ni s e 
the consequences of failure, 
which is a positive sign of a 
serious attempt at delivering 
their projects on time. 

Mr de Jager believes that 
If the airline industry can 
convince him it is safe to fly, 
he will put an end to a lot of 
arguments simply by book- 
ing his flight 

"If 1 am confident enough 
that I win put myself on a 
plane that evening, then 
actions will speak louder 
than words,” he says. "We 
need to communicate good 
news and 1 am willing to he 
part of it If I can." 

□ Peter de Jager has created 
The Year 2000 Information 
Center (http;ll warn. 

year2000.com) and its associ- 
ated mailing list 


lor Intel chips 


uw— w— M-8pamiteH«aiSi-toaMrtto.iitf itocM-wwon— s» 


1 -.*■ . • 
iy vs - r . 


tracts investment 




> > • i- • ■ 


vOeii 


- - 

Min weltnrc deal , 


ConT^Kin 


Computing. 
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As computers become an increasingly important part of our. Eves, the issues involving Information Technology become more and more complex. The current rate of change is so 
d that it’s impossible to know the answers to all the questions. But there’s one company that provides simple solutions. Whether you’re buying a PC or managing, a global 
computing system, our COMM .. at Compaq is to simplify your life. For better answers to your computing questions, call us today on ! J j J I f i t'J . .5 . 

Better answers. . 

www.ccia pttfrco . nk ^ _. 
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FINANCIAL SERVICES by Geoffrey Nairn 


Much work remains to be 


Increasing anxiety among bank 
customers could be more damaging 
than the year 2000 problem itself 


Progress to date how modi has been spent 
YWr 2000 as* of anraal rrsfAnd 


Steal Kofapdnfcns . 
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Progress to data 
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The good news Is that the 
financial services industry 
leads all others in prepared- 
ness for the millennium date 

problem - or the Y2K issue, 

as it is widely known. 

The bad news is that much 
work still needs to be done if 
hanks are to shake off the 
nightmare vision of long 
queues at the teller 
machines on the eve of 2000. 

The b anki ng industry, 
more than any other, is built 
on confidence. Recent events 
in Russia and other troubled 
economies have shown that 
a fall in confidence in the 
banking sector has custom- 
ers rushing to withdraw 
their hard-earned savings. 

Many banks are worried 
that the millennium “bomb" 
could trigger similar behav- 
iour. The Federal Reserve, 
the US central hank, takes 
the fear very seriously and is 
prepared to pump an addi- 
tional SSObn in cash into the 
US economy at the end of 
1999 to keep teller machines 
well stocked or allow ner- 
vous investors to liquidate 
their investments. 

Industry experts insist 
such actions are unwar- 
ranted. “We do not recom- 
mend that you take [all] 
your money out of the 
bank," says Andy Kyte, Y2K 
analyst at Gartner Group, 
the IT research concern. 

“The hanking - industry is 
ahead of the curve in its Y2K 


plans and customers should 
just keep their normal cash 
float.” adds Peter Lawless, 
who heads IBM’s Y2K initia- 
tive in the European finan- 
cial sector. 

The financial sector is tra- 
ditionally a stronghold for 
IBM mainframe computers, 
and the company knows ft. 
has a heavy responsibility In 
helping institutions to 
achieve Y2K compliance. 

As well as making its own 
hardware and software com- 
pliant, it is also helping 
institutions to test their mil- 
lions of lines or custom pro- 
grams, many of which were 
written long before the Y2K 
Issue was widely known. 

But the Y2K Issue affects 
more just mainframes. 
Gartner Group knows of one 
bank with more than 12m 
lines of PC programs that 
have to be checked for 
potential year 2000 problems. 

Most are non-critical appli- 
cations. such as word proces- 
sors or spreadsheets, but 
Gartner has found several 
worrying exceptions, includ- 
ing one bank running its 
currency trading application 
on a PC spreadsheet 

IT managers in European 
institutions have the extra 
headache or the euro. The 
Bundesbank, Germany’s cen- 
tral bank, recently said that 
the euro was getting priority 
treatment in Germany and 
that had obliged it to set a 
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relatively late deadline of 
July 1. 1999, for the German 
financial services industry to 
complete Y2K preparations. 

The competing pressures 
on IT resources In the Euro- 
pean banking sector will 
come to a head next year 
and push IT spending by 
European retail banks to a 
record $2l.7bn. according to 
Datamonitor, the British 
consultancy. 

Beyond 2000. these levels 
of investment will not be 
sustainable, Datamonitor 
predicts. Spending will thus 
decline, although not dra- 
matically. The drop in Y2K- 
specific expenditure will be 
partly compensated for by 
greater investment on large- 
scale integration work as the 
pace of mergers and acquisi- 
tions heats up in European 


banking. 

It was once expected that 
the Y2E problem would 
accelerate mergers and 
acquisitions when weaker 
banks realised they did not 
have the resources to fix the 
problem themselves. 

“We know of banks in the 
US where the Y2K risk was 
one of the reasons for them 
merging,” says Matthew 
Hotle, research director at 
Gartner. 

However, the Federal 
Reserve moved earlier this, 
year to dampen merger 
mania by warning that 
banks would not be allowed 
to merge if their Y2K pro- 
jects were not well 
advanced. “We are now see- 
ing a slowdown in mergers 
and acquisitions because 
banks are having to take the 

Year 2000 contingency plans 
% of ogantatfiMs 


Y2K issue extremely seri- 
ously ” says Mr Lawless. 

The millPTininm “bomb” 

has the potential to affect 
much more than just banks* 
cash machines, although 
Hits is the public’s 

closest encounter with bank- 
ing technology and malfunc- 
tioning teller machines wOl 
Inevitably feature heavily in 
media reports on the first 
day of the new mfilennium. 

“Anything that goes 
wrong at the beginning of 
2000 is going to be blamed on 
the Y2R bug whether or not 
its really to blame,” says 
Margaret Joachim. European 
head of Y2K services for 
EDS, the IT services com- 
pany. 

The millennium problem 
could affect the financial ser- 
vices industry in ways that 


are not easily apparent. 
Even though the Industry 
has made good-progress in 
ensuring its own systems are 
year 2000-proo£, it could still 
suffer serious problems If, 
for example, customers were 
-unable to meet loan pay- 
ments because their own 
systems were down. 

Analysts fear that wide- 
spread problems suffered by 
borrowers could have, a seri- 
ous im pact on lending insti- 
tutions, resulting in an 
increased frequency of 
defaults. Financial institu- 
tions thus also need to edu- 
cate their borrowers about 
the importance of the Y2K 


The financial services 
industry is secretive by 
nature but government regu- 
lators are mandating banks, 


During the countdown to the mSermlum, traders wffl have the 
added headache of wondering if their IT systems can cope • 


exchanges and brokers to 
meet myriad Y2K require- 
ments and disclose informa- 
tion. 

In the US, the Securities, 
and Exchange Commission 
recently charged 37 broker- 
age firms for foiling to report 
the status of their Y2K 
plans. 

One of the biggest worries 
in. the industry Is containing 
the “systemic risk” that the 
Y2K problem potentially 
poses. The industry operates 
on a global basis with pay- 
ment networks and trading 
systems closely intercon- 
nected. 

Leading institutions know 
their well advanced Y2K 
plans will count for little if 
smaller insti tutions and less 
developed countries do not 
also take action. 


To address this Issue, 170 
members of the global finan- 
cial community have joined 
forces in an effort to minim- 
ise the worldwide cohse- 
quences of the date chEfenge 
and created the Global 2000 
Co-ordinating Group. 

“It is particularly impor- 
tant to coordinate Y2K glob- 
ally,” says Mr Lawless. “The 
problem is not just abouttfT . 
but involves the whole raqge 
of vpis'Tip-g; issues such as 
self-assessment and contin- 
gency planning:” -( 

The next six months will 
be crucial to the financial 
services industry, not only 
in completing its Y2K prepa- 
rations but also in reassur- " . 
ing consumers and averting 
a panic that could be more 
rtnmHg ihg than the millenr^j 
ilium “bomb” itself. j 
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Only 10 per cent of ‘critical’ failures 
caused by the Y2K problem are likely 
to last three days or more 

Will tte sky fall in on lem during the pa st year In 



experts think not 

But while the worst proph- 
ecies of the doom merchants 
may not be realised, the con- 
sequences of the Y2K prob- 
lem are difficult to predict as 
the level of preparation 
varies widely by company 
size, industry sector and 
country. 

Much progress has been 
made-in addressing the prob- 


mie& IT organisations in the 
US. for example, have 
increased their spending on 
Y2K projects an average of 
six times over what was 
Spent dozing 1997, according 
to Gartner Group, the' US 
consultancy. 

Cap G emini, the European 
IT services company, has. 
tracked the preparedness- of 
organisations in Europe and 
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the US thm ngh its Millen- 
nium Index repeat- The lat- 
est version, published last 
: month, puts the cost of fix- 
ing the ndDezminm bug at 
$858bn and says more than 
hall; -$494bn. has already 

been spent. 

But despite a recent accel- 
eration in spending and 
greater awareness of the 
issue, the battle is far from 
won. 

“Even with an this prog- 
ress, there are still serious 
risks for the US and 
throughout the world," says 
Lou Marcocdo, a' Gartner 
analyst who recently testi- 
fied to a Senate committee 
on the Y2K problem. 

A recent Gartner report 
looks at the difference in 
Y2K preparedness in various 
countries. The most 
advanced are the US, Can- 


ada, the Netherlands, Bel- 
gium, Australia: and Sweden. 
■Laggards include eastern 
Europe. Russia, southeast 

a«m, much 'ctf South Amer- 
ica and. perhaps surpris- 
ingly, Japan. These ah lag 
the US by more than 13 
months. ■ 

. Most of western Europe Is 
six Twrmfhfl frphfrwri the US, 
apart from Germany and 
France which lag by 12 
months and eight to 10 
months respectively. 

igT-api js aHpari of its neigh- 
bours in the Middle East and 
lags the US by eight months. 

Although regions such as 
the MtiMIpi East and Russia 
are further behind than Ger- 
many And japan. Gartner 
analysts expect the disrup- 
tion to be greatest in the lat- 
ter countries because of 
their economies’ greater 
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dependence on IT. 

The research was con- 
ducted over the summer 
when the Asian financial cri- 
sis loomed large. Many 
Asian economies have seri- 
ous problems finding the 
financial resources to fix the 
Y2K problem. 

“Enterprises with a Ugh 
dependence .on these coun- 
tries for revenue will be 
affected economically.” 
warns Gartner Group. 

Some nations have man- 
aged to surge ahead of their 
neighbours In Y2E prepared- 
ness. For example, Mexico is 
ah f^ i cf other t -artp Ameri- 
can countries because its 
government' has taken the 
Initiative In raising aware- 
ness and promoting projects 
to reduce the risk. 

Mexican flnanrial institu- 
tions and government agen- 
cies are. subject to stringent 
Y2K reporting requirements. 
Other countries with positiv- 
eleadership include Austra- 
lia and the UK. 

Within each country, there 
are wide variations between 
different companies, depend- 
ing on their size. The Gart- 
ner survey of 15,000 compa- 
nies In 87 countries revealed 
that 23 per cent had yet to 
start any Y2K effort and 
more than 80 per cent of 
these were small companies. 

The survey also looked as 
the levels of preparedness in 
different industrial sectors. 
The banking, investment 
ar>H insurance industries are 
most advanced, while health 
care, semiconductors, food 
processing and government 
agencies are furthest behind. 

Crucial sectors such as 
telecoms, power, water and 
transport, which are heavily 
dependent on embedded 
systems, are barely ahead of 


As the year changes to 2000, many people w9 prater to remain ewthbound 


t hese laggards. This relative 
ranking by industry is also 
supported by Cap Gemini's 
research. 

“It is no surprise that the 
finance sector is well ahead, 
hut what is most concerning 
is the situation in health 
care and utilities.” says 
Chris Webster, head of Y2K 
services at Cap Gemini. 

The findings may seem to 
lend credibility to the 
“doomsday” predictions that 
aircraft could fall from the 
sky or power plants cease to 
function. 

This is per ha ps? the most 
worrying prophecy, but Y2K 
experts see it as very 
unlikely, simply because the 
airline industry is highly 
safety-conscious and planes 
will be grounded rather than 
expose passengers to unnec- 
essary risk. 

Besides, airlines may have 
little say in the matter. 
“Many airlines end air traf- 
fic control systems are work- 
ing very bard to fix their 


systems, but these activities 
will be sidelined by the 
insurance companies." says 
Andy Kyte. a Y2K analyst at 
Gartner Group. 

Some insurance companies 
are understood to be consid- 
ering withdrawing cover for 
flights over the New Year 
period. “And airlines cannot 
insure themselves." he adds. 

In the electricity industry, 
the problem may be more 
real as generators cannot 
shut down their plants on 
New Year’s Eve and slowly 
bring them up again the 
next day. which is the advice 
experts give to industries 
with systems that cannot be 
thoroughly tested. 

One generator's Y2K prob- 
lem could rapidly become a 
headache for all the others 
as the unexpected drop in 
capacity* could put a strain 
on the whole grid. But this is 
much the same situation as 
when a bad storm hits a 
power grid and contingency 
plans ensure that any short- 
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Nevertheless, a few days 
delay in paying pensions or 
social security is unlikely to 
bring down a government 
and Gartner estimates that 
only 10 per cent of “mission 
critical” failures caused by 
the Y2K problem are likely 
to last three days or more. 

The millennium problem 
must be taken seriously. But 
with suitable contingency 
planning, its effects on most 
people and businesses are 
likely to be limited to minor 
inconveniences rather than 
dramatic disasters. 



THE BUDGETARY TIGHTROPE by Geoffrey Wheelwright 


Cash battle for 
IT directors 

As demand Increases to update company networks, year 2000 
budgets have the potential to become corporate battlefields 


Unisys eNTerprise-class solutions for Windows NT 
guide you over unpredictable terrain. 

Get ready to scale to impressive new heights. 


. ' <■ 7 *.' 


IT directors and chief 
information officers tackling 
i the millennium computer 
date problem increasingly 
find themselves waiting a 
budgetary tightrope. 

On the one hand,- they are 
being offered “whatever it 
takes” to fix the computer 
date problem and, for the 
first time, are hearing the 
phrase “are you sure that is 
enough?” when naming a 
cast for their Y2K projects. 

Meanwhile, they are also 
facing strong boardroom 
pressure to purita enhance: 
meats to. other systems or 
functions within the corpo- 
rate IT infrastructure to 
“leverage” the high cost of 
Y2C repairs. 

Thus, year 2000 budgets 
have-gained the potential to 
become a huge corporate 
battleground if IT- depart- 
, meats are not completely 
scrupulous te their Y2K buck 
get justifications. IT direc- 
tors and CIOs - many of- 
whom are also faced with 
the euro-compUance issue *- 
ran find themselves “being 
asked to update entire net- 
works instead of r emain tog 
shar ply focussed da the year 
2000 Issue. 

Mark Sokol, senior vice 
president of advanced tech- 
nology for US software giant 
Computer Associates, 
advisee extreme caution .and 
suggests that IT. directors 
and CIOs resist the pressure 
to -use ‘corporate Y2K pro- 
jects to- advance other agen- 
das. CA is a leader in the 
year #XK) software sector 
ahd.Mfc Sokol himself has . 

testttUtT before US.congresr 
sicmhli committees dealing 
with the issue. ... ■ ■ 

“it d so tempting [to try 
and. make other system 
changes} When you are tn 
there ^fixing dates,” admits 
Mr SokoL “But yon always 
have {0 pick the applications 
that die the most critical to- 
your ^business and focus on 
fbdite'tbe problems that are 
most,’ time critical - In tins 
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"Asm if yon have, to .do 
multiple applications, try 
andyo them in paraflel with 

rou ^iple pipelines at the 
gyn* time. In some ways, it 
foaj cost more to do -teat, 
butsit is geberaEy less dis- 

rudSro.” BiE Etherington, 
f pj y senior vice-president,. 

j ui^ He-suggtote that it 
not be until several 
to into the niew mfflen- 
i • that companies , wDl 
j fimi out &e cost and 
ct rtf the year 2000 date 

tins makes It .very alffi' 


cult to budget and says that 
IBM is so concerned about 
the issue that he plans to be 
in his office on New Yes's 
eve next year. . 

“I will be at work and 
.most of our people wiD be,” 
he says. The difficult part 
with Y2K is that we have 
never tested all the systems 
in the world before. The 
technical challenge is hot 
large,, hut the te s ti ng chal- 
lenge is. huge. My personal 
opinion Is that we will get' 
through it, but it will be a, 
watershed event” 

Moreover, estimates on the 
Hrmwioi impact of fixing the 
Y9.tr problem are on -the 
increase, making it hard for 
senior IT executives to esti- 
mate their basts aocinately. 
In Nbvembar, a study by the 
Gap Gemini group estimated 
that the total cost to major 
western economies (Europe 
and the US) of dealing with 
the issue tod increased from 
$719bn to *858ba- 
It suggested that, so far, 

■ an estimated ?49£hn has 
been spent, with $238hn -ht 
that invested in the last sex 
months alone. Cap Gemini 
further found , that of the 
spent in the last ate 
months, around a fifth had 
gone on hardware, a fifth on 
software and the balance on 
people costs. ‘ , 

m terms of imfividnal cor-; 
p orate planning, bowqver, it 
is probably more helpful to 
look at the a tew examples to 
gauge . how much Y2K 
repairs wDl cost, A r ecent 
requirement by the US' Secu- 
rities Exchange Commission 

to state the costs of YZK pro- 
jects is now makin g that 

research easier. ■ - .. 

Last month, a number of 
Jarga corporations fll^ SEC 
reports oh. their Y 2 K. costs. 
One cf these was fast food 
giant McDonald'^ which 
Snorted that it had assws^ 
its computerised .systems to 
determine their abigty to ' 
identify the year 2000 cor- 
redly and was devoting the 


r>» 1 resources to replace. 


upgrade or modify afi signifi- 
. cant systems which did not 
correctly identify the year 
2000 . - 

' McDonald's stated that it 
expected to complete most of 
its necessary modifications 
and testing by the end of 
1998: and to complete the 
replacement of systems as 
well, as the remaining modi-, 
fixations and testing by the 
second quarter of 1999. . 

Despite all of this work - 
and that fact that- the' com- 
pany does not expect Che 
year 2000 issue to “pose sig- 
nificant operational or finan-. 

problems” — McDonald's 
says that “in the unlikely 
event” teat Mc Dona ld 's or a 
significant numb er of Us. key 
suppliers .are unable 'to 
resahre.the issue in a timely 
manner, there could be prob- 
lems. - 

"Such matters could have 
a material impact on the 
company's . results . of 
operations," stated the com- 
pany in its SBC report “Con- 
tingency plans are being 
developed to address Year 
2000 issues that might arise 

inte rnally or within the sup- 
ply chain.” 

McDonald's says it expects 
its total costs cf dealing with 
the year 2000 issue for exist- 
ing systems to be less, than 
*3 pm, of whi ch approxi- 
mately ysam ' was incurred 
through -September 30, 1996. 
The costs include internal . 
modifltmtion "and testing 
costs a& well as costs associ- 
ated with supply chain risk 
assessment and contingency 
planning. ■ ' " 

. It will also soon be easier 
to see what sonfe' fi nanrial 
brokers and dealers have 
spent on dealing ' with Y2E 
issues.- The -.SEC recently 
amended ..the. Securities 
Exchange Act Of 1984 -to. 
require certain broker^eal- 
ers to file with' the. SEC and 
their ^designated jammafag 
authorftfeea Tepc&itrepared 
bjr- an tedependent -pubtio' 
accountant on tfie •’ broker- 
deatofs .proce® for prepare 
tng fta- the vear 2000 ■ 




Unisys-deployed Microsoft* Windows NT systems are designed to handle the most unexpected load environments. 
Our eNTerprise-class NT servers offer a highly scalable bus structure and up to 12 processors to meet the demands of 
volatile markets. And our expertise in creating and supplying eNTerprise-class NT solutions remains exceptional. That's why 
Microsoft, has teamed up with Unisys to create the Unisys/Microsoft Enterprise Partnership - an alliance designed to help 
customers capitalise on NT as an anchor for highly scalable solutions. Stop by our web site to find out more or call 0500 252700. 


UNISYS 


Unbym Cbtpgntfeft. I 


iMTMrefltMwdtrade H Mi to otMfcaMoftCprp w ttioii. 


www.unisysxom/ent 







VI 


r 


FINANCIAL TIMES ,?BKE1M«^DA^D6CEJ^«ER 2 l?9S- 


FT-IT REVIEW 6 THE YEAR 2009 COMPUTER DAiE ISSUE 


CONTINGENCY PUNNING by Philip Manchester 


Compliance campaign requires a ‘war room 

‘There are two ways to handle the year 2000 problem - take evasive action or prepare for the consequences of breakdown’ 


Respectable organisations no 
longer have disaster recovery 
strategies. They have “business 

continuity plans". 

While this shift to accentuate 
the positive is a Sue example of 
marketing double-speak, it has a 
special resonance as the end of 

the rofliennlum approaches and 
organisations start thinking 
about contingency plans. 

Indeed, many are no longer 
thinking about "if” they will 
have a problem In year 2000; they 
an? thinking about “when" and 
what they need to do to r ema in 
in business in the next 
millennium. 

The “when" Is easy, the “what" 

less so. Business continuity 
planning is. therefore, seen as the 
response to this latest twist in 
the saga of the millennium 
“bomb”. 

It embraces a range of 
disciplines from inventory 
auditing and configuration 
control to traditional disaster 
recovery and beefed-up help desk 
support. It will cost a lot of 
money, and it is unlikely that the 
cost is included in many year 
2000 budgets. 

Cap Gemini's Millennium index 
published in November shows, 
for example, that the US is more 
concerned about contingency 


planning than Europe. It Is flhp^d 

of Europe in its conversion effort 
- it has spent 61 per cent of tts 
anticipated budget ag a ins t an 
average of 48 per cent in Europe. 

But the OS is the least 
confident about mission-critical 
systems and is the most 

advanced in putting continuity 

measures in place. Almost all US 
organisations. 98 per cent, have 
contingency plans In place 
compared with a European 
average of only GO per Gent, the 
United Kingdom leading on 85 
percent. 

“In Europe, it has a lot to do 
with hew different countries see 
the problem," says Chris 
Webster, who heads the year 2000 
service of Cap Gemini, the 
French IT sendees group. 

*Tn France and Germany, for 
example, they view year 2000 as a 
straightforward technical fix. 
while in the UK they see it as 
having a wider impact. 

“Organisations need 
contingency plans to make sure 
they can get through the 
changeover. We think it is 
impossible to test everything 
with all of the complexities and 
Imlre in the supply rhaiti And 
even if you are ready, it does not 
mean your suppliers and 
customers wifi be. 



Power Mum would have serious consequences: 


Europe lags behind the US In contingency planning tor utHtes 


“There are two ways to handle 
it - take evasive action or 
prepare to manage the 
consequences of breakdown.” 

He goes on to recommend a 
programme of action, starting 
with the obvious. “There are 
avoidable risks, sue* as: why fly? 
Even though you might not 
believe that all the aeroplanes 
will fall out of the sky, why take 
the risk if you don't hone to go 
anywhere? 

“If this thinking * is applied to 


IT systems, you only run those 
thing s you absolutely have to. 
Some companies, for example, 
are closing down for their 
year-end processing early, 
shutting down their systems to 
the bare minimum, then slowly 
bringing them up again as they 
are needed.” 

Mr Webstar says organisations 
need to concentrate on the 
systems they must have running 
and set up what he calls a “war 
room” to handle unexpected 


problems. 

Greg Rice, a director an d year 
2000 expert at Tivoli Systems, 
IBM’s network management 
subsidiary, also sees contingency 
planning in military toms. 

“Gartner [the IT consultancy 
group] estimates that 40 per cent 
of year 2000 conversion projects 
won’t be finished cm time, so 
there are bound to be a lot of . 
problems," he says. 

“The answer is to use a sort of 
threepart approach to work out 


where they need to concentrate 
their efforts. Most companies can 
probably survive oca handftil of 

- systems, so these are the highest - 

priority. 

“Then it Is a question of 
working out which ones would 
hurt tf they were not 
naming, and so on down tb* • 
HsL" 

Mr Rice recommends three 
layers of defenceJ-You need to 
start with the equivalent of radar 
- to identify vdiat systems are ' 
out there and details ofdesices 
on the network. ” ' : ■ 1L \ 

■Then you need what I cail 
Walls around the dty\ a set of 
monitoring pr oc ed u re s backed up 
by a set of rules and remedies if 
the system hangs. Rosily, you 
need the 'National Guard’ - a 
help-desk, technical back-up and 
knowledge databases about fixes - 
ar*A cha nge r - - - . 

The technology to support all 
three layers is readily available - 
at a price. Tivoli, for example, 
places emphasis cm the 
importance of moaftoring 
systems operations to catch year 
2000 error s and provides a range 

do this. 

The “radarT early warning 
phase will require a system andit 
to identify systems, devices and 


applications to assess their 


Time's Cheek 2000 ^ for' 
'exampJe, geared'to estrytog out 
the^edaldiecksreQihrKlina 

system audit for year 2000 
compliance... 

“You have to start by finding 
out what there Is out there." says 
David Marshall, European 
managing director of GMT. 

"Organisations need to plan 
and cany out a risk assessment 
‘ process on their systems before 
fiwy start firing or planning 
contingency. The exercise helps 
to tdartHytbe level of risk each 
dement poses to the organisation 
in 2000” 

Help desks and on-call 
trouble-shooting teams form the 
last tine of defence, or the war 
room. Again, a range of 
technology Is available to support, 
these functions and organisations 
should he preparing now. 

All of this will cost money, of 
course, and it is alarming that 
the cost of contingency is likely 
to push the year 2000 bill up even 
higher. “Some of the budgets 
we’ve looked at seem to leave out 
a lot of testing costs and. 
although some have factored in 
the cost of contingency, many 
have not,” says Cap Gemini’s Mr 
Webster. 


Are utilities a source of Year 2000 risk for organisations? 
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UTILITY SERVICES by Nuala Moran 


Telecoms at higher risk 


As well as solving the year 2000 problem, 
utilities must also convince the public 
that basic services will not collapse 


There are few people and 
even fewer businesses which 
do not rely on some sort of 
utility service - which 
makes it especially impor- 
tant that the utilities do not 
suffer year 2000 failures. And 
while the consequences of 
not being year 2000-ready are 
likely to be far greater in 
this sector than elsewhere, 
the utilities haw more work 
than most to reach compli- 
ance. 

Not only do utilities have 
large, and often aged, com- 
mercial systems, such as 
those for billing or 
operations management, but 
they must also fix extensive 
distribution and processing 
networks which are likely to 
contain many embedded 
systems. 

"The fact is that utilities 
have the year 2000 problem 
in spades,” says Martin Cad- 
dick. head of the year 2000 
programme at DMR, a con- 
sultancy. 

"Whatever worries there 
may be about manufacturing 
companies, health services 
or central or local govern- 
ment. different standards 
apply to utilities and govern- 
ments need to intervene to 
ensure continuity of ser- 
vice." 

But according to a survey 
of t.tiSO organisations world- 
wide by Cap Gemini, the 
computer senices company, 
for its Millennium Index, the 
utilities are spending less on 
year anou than other sectors. 

"I am surprised that they 
appear to be spending less as 
a percentage of total IT 
spend than the overall aver- 
age for the country or 
region." says Chris Webster, 
head of Cap Gemini’s year 
2IW0 programme. 

“After all. what really mat- 


ters to people is that the 
lights, phones, etc are work- 
ing” 

The evidence from the sur- 
vey, which covers 330 utili- 
ties, is that preparations are 
more advanced in those that 
are privately-owned. 

■The US is furthest ahead, 
while France, where a small 
proportion of utilities are in 
the private sector, is further 
behind. My experience sug- 
gests that in the public sec- 
tor, progress is slower 
because nobody owns the 
problem." 

The survey also indicates 
that in France and Germany 
few organisations are pre- 
paring for the possibility of 
utility failures, with only 15 
per cent of respondents see- 
ing utilities as a source of 
risk. 

”L am astounded by the 
low level of awareness in 
Germany and France. I think 
that in these countries, year 
2000 is seen as a solvable 
technical problem, not as a 
business issue.” 

In the UK, the govern- 
ment-supported body. Action 
2000 has brought the utilities 
together to co-ordinate mil- 
lennium issues in the 
National Infrastructure 
Forum. Participants are 
encouraged to disclose infor- 
mation about year 2000 plans 
and possible problems. 
Action 2000 is also talking to 
its counterparts abroad in 
France, the Netherlands, 
Canada, Chile and South 
Africa. 

Duncan Thomas, public 
confidence director at Action 
2000 says: “Now the utilities 
are well into their Year 2000 
projects, they need to talk to 
each other to cut through 
circular dependencies - a 
water company may be com- 


pliant, but unable to pump 
water if there is a power fail- 
ure, and so on.” 

Mr Thomas says it is too 
early to say if the UK utili- 
ties will meet the deadline, 
but continuity plans, called 
millennium operating 
regimes, wfl] be set up to 
deal with failures. “If it is 
possible that a pump will foil 
in an unmanned treatment 
plant, then there will be 
someone there to switch it 
back on.” 

The area of greatest inter- 
national interdependency is 
telecommunications. Here, 
the International Telecom- 
munications Union in 
Geneva, which represents 
telephone operating compa- 
nies worldwide, has set up a 
year 2000 task force. 

“Telecoms is probably the 
highest risk service," says 
Mr Caddick. “If bank settle- 
ments stopped for a day as a 
result of telecoms failure, it 
would be a major disaster." 

Mr Caddick has worked 
with several erf the US tele- 
coms operating companies 
on year 2000. Unlike other 
utilities, they do not have 
many dale-dependent embed- 
ded systems in their net- 
works. However, failures 
could occur because of prob- 
lems arising in dat*depen- 
deni software utilities which 
support the network. 

Problem areas 

“I’m fitting things are on 
track in terms of fixing the 
network management soft- 
ware. The problem is 
operations maintenance. 
Things that should happen 
every day. or every week 
won’t - leading to creeping 
failures.” 

While he considers that 
Europe and the US will 
avoid big infrastructure fail- 
ures. Mr Caddick tMnkg they 
could occur in regions where 
year 2000 is seen as a US mid 


European problem and ig not 
being tackled. 

- “We are not talking about 
plane, crashes or other disas- 
ters. but an infrastructure 
failure in south-east Asia 
could have an iwipurf sfrnflnr 
to that caused by the current 
economic problems in the 
region." 

. The possibility of legal lia- 
bility for failures is now 
starting to dominate utili- 
ties’ year 2000 strategies. 

In the US. for example, tel- 
cos and other utility compa- 
nies are ordering Indepen- 
dent reviews of their year 
2000 projects to the US gov- 
ernment's Independent Veri- 
fication and Validation Stan- 
dard. The aim is to show 
they have takoi every rea- 
sonable measure to avoid 
failure if they do get sued. 

Similarly, in the UK, the 
utilities are planning inde- 
pendent audits to the British 
Standards Institution DISC 
PD2000 Definition of Year 
2000 ' conformity require- 
ments. 

The other issue for the 
utilities is that It is not 
enough to he compliant 
they have to be clearly seen 
to be compliant 

Unless there Is public con- , 
fidence in millennium com- 
pliance, there may be a rush 
to the cash dispensers to 
withdraw money or a simul- 
taneous turning on of taps 
as people guard against a cut 
in water supplies. 

To avoid this, utilities 
must inform the public 
about the year 2000 pro- 
grammes they have carried 
out, warn of possible fail- 
ures. and publicise contin- 
gency plans: . 

Action 2000 is planning 
widespread publicity cam- 
paigns with the utilities, 
leading manufacturers and 
food distributors throughout 
1999. “We must make sure 
people know action has been 
taken,” says Mr Thomas. 


Going for platinum 
and gold solutions 


A mOterin«jrh spring dean can refresh 
company assets and give their efficiency a 
useful boost,- writes Nuala Moran 


If the utifities have a special 
duty to keep esse ntia l . 
sendees flowhg over tie ' 
mfflennium, then United . 

f MfllLta' 1.^1*111. ■ ■ ■■ ill. II nnf 

UuHtpSt wntcfusuppoBS HOC 

opfcswroe^^xA'&^,has. f 
parfiridariy weighty year 2000 


Under the brand nanes of 
North west W hter, Norweb, 
Enenj fffid Nocweb 
Gbmmuiicstions, toe 
company supples water, 
sewage, afadricky. gas and 
telecommunications services 
to 2.8m customers in the 
north-west of England. In 
addffion. it has several 
overseas Joint ventures wtveh 
It must also ensure are - 
mSennfiffn compfianL 

"This is a business problem 
and not an IT problem,’ says 
Norman Tooley, programme 
director for year 2000 at 
United Utilities. 

"The individual businesses 
are responsible and 
accountable for their own 
programmes, but overall 
nasponsitifOty rests with a 
programme board, which has 
director-level representation 
from across the group and 
1 reports cfirectfy to the chief 
I executive.”' 

The pr ogr amme currently 

involves more than j&X) - 
fun-time staff, and wiB cost 
between £40m and £45m. R is 
being managed by Vertex . 
Data Science, the. outso u rcing 
company which was formerly . 
North West Water's in-house. 

IT department . 

Work began in March, 1997, 
but early in 1998, IBM was 
asked to review the 
p rogramm e. This ted to a • 
change in approach in which 
United Utifities acknowledged 
that it was impossible to fix 
everyt hi ng, and instead. . 
organised the programme tato 
levels of importance to ensure 
that the most business critical 
systems were fixed first 

“We assessed everything in , 
terms of Its level of critictafy 
to the business, and then • . 
decided on priorities,” says Mr j 
Tooley’ Systems were divided I 
into four categories: platinum, , 
gold, sflver and bronze. ' 

Business crfticaJ platinum I 


systems will be compliant by 
the end of this month; gold 
systems, which are important 
but not critical, will be fixed 
by February, 1999; silver 
systems, where fsfuns would 
I have an impact, though not 
large enough to threaten the - 
business will be fixed by April, 
1999; and bronze systems, 
deemed to have minimal . 
impact win be left, but- 
sufficient resources will be 
available to fix them if they 
faiL 

Each of United Utilities’ 
business units is carrying out 
a five-stage process to ensure 


Any potential 
risks from key 
service suppliers 
and for industrial 
customers must 
be carefully 
assessed 


compfiance. This involves: 

□ Scoping to create an 
inventory of eli assets that refy 
on date processing; 

□ Impact assessment to 

! assess the probability of each 
i asset faffing and its Impact bn 
the business; 

□ Planning and conversion, 
the detailed planning end 
analysis of the changes 
required to convert a system. 
Assets can either be replaced, 
changed or designated of tow 
priority and fixed they faD; 

□ Testing, to ensure assets 
are oompfiara; and that ’ 
remedial a ct ion has not 
impaired existing functionality; 

□ Implementation, to bring 
toe compliant systems Wo 
service. . 

The conversion, testing and 1 
Imptementation is being 
carried out by internal teams, 
to a repeatable and -consistent j 
standard. Once assets are' 1 
confirmed as year 2000 . 
compliant they are put cinder 
“clean management", a set of 


disciplines that ensures they 
remain compliant 

The company has a number 
of overseas joint ventures, 
including projects in the 
Philippines, Australia and 
Argentina, which are also 
included in the overall year 
2000 programme. , 

"There is a perception that 
year 2000 is a European and 
US problem, and it has been 
more difficult to make ft an 
issue with joint venture . 
partners. However, toe . 
Instances jof non-compSancej 
are not qtete as -major 
because toe assets are less 
complex, and a lot; of them 
are fairly new." 

The mfltemhim problem 
does not end here for United 
Utilities. “We also have to 
assess the risk to services 
provided by suppliers and we 
are working with them to 
ensure they will comply," says 
Mr Tooley. Key suppliers wffl 
be audited and in some cases 
contingency arrangements wHI 
be putin place to ensure 
continuity of service. 

There is also the delicate 
ta3k of checking that some of 
toe lager industrial customers 
are compfiant For example, in 
waste water treatment, a 
significant pollution incktent 
could be triggered if a 
manufacturing company 
efischarged waste water that 
was more polluted than usual. 

A manufacturer could 
exceed discharge consents 
because of a failure of Internal 
systems, or because of a 
power failure or water 
shortage. 

“Everyone is dependent on 
everyone else, and we have 
had lots of discussions and 
statements on 
cross-compliance, and of 
where we fit In toe Jigsaw.” 

This raises the Issue of legal 
BabBity. United Utilities has . 
signed Pledge 2000, an 
undertaking1hat .lt wffl not 
take small businesses to court 
for problems caused by year 
2000 failures. , 

Mr Tooley says toe 
company Is currently I 

assessing what the legal 
stance should be in the event 
of a major incident 

United Utifities is staffing hs 
year 2000 project mainly with 
contractors, and says It has 
not cutback on IT 


investments and budgets 
elsewhere in toe business. But 
even tf -there is no opportunity 
cost, year 2000 is bound to 
be a distinction at a time of 
greet change in the utilities 
sector. 

Following privatisation and 
the merger of North West 
Water and Norweb to create 
United Utifities, the company 
now faces the challenge of 
c apital i sing on deregulation in 
toe elecWcfty and gas supply 
markets. 

Each of these has soaked 
up sign i fi cant IT resources. 

"In relation to other IT 
spending, year 2000 came at 
a reasonably good time. We 
had changes to IT systems 
demanded by mergers, 
deregulation and so on, well 
under way. The budget for 
year 2000 was extra, and has 
not cut into money for other 
projects.” 

There is a tendency to think 
of year 2000 spending as 
dead money: whBe a failure to 
spend could put companies 
oat of business, the actud 
spending doss not improve 
the business. But Mr Tooley 
befieves that the complete 
spring clean prompted by year 
2000 means that United 
Utilities systems now in much 
better shape. 

"There is no doubt that it 
has refreshed the asset base, 
and made us realise that 
some assets were not as 
efficient as they should be.* 
Despite his confidence that 
United Utifities will complete 
its year 2000 programme in 
time, however, Mr Tooley also 
acknowledges that there are 
some elements, especially 
embedded systems, which will 
not be fixed. 

“We cant chase all the 
systems, so we can’t rule out 
failures. Obviously something 
like electricity is tea safe. With 
something Wee water 
treatment plants, you can 
concentrate on fixing toe man 
ones. If you fix 20 per cent of 
the assets that covers 80 per 
cent of the population. The 
aim is to fix enough, so we 
know we can meet demand. 

*We wont cover every last y 
millennium problem, and so 
we are upgrading our existing 
contingency plans, and 
drawing up millennium 
emergency plans." This 
involves identifying where 
there may be faHures and 
having staff on standby to 
deal with them. 

In 1999, the company is 
planning a year 2000 
communications campaign to 
tell its customers that systems 
are compliant 

“We must ensure public 
confidence in the continuity of 
services. The worst thing that 
could happen is if everyone 
deckles to fill the bath with 
water at 10pm on December 
31. 1999." says Mr Tooley. 
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Forget about the very compact price for a moment Admire the very compact everything else. The newThinkPad 390’s stunningly powerful Intel 
processor. The way the ThinkPad 390 hidesahuge 14 inch, active matrix screen. The way it manages to incorporate a CD-ROM, SoundblasterPro 
stereo sound and a keyboard so roomy yotfll forget ifs a notebook. Marvel at the IBM range of service and support.Then note how it puts e-business 
within reach of small business professionals, no matter who or where they are. Okay, Ms alL You can go back to admiring the price now. 
For more information, visit WWWjbm.COm^C^k/thtnkpad or call Tanya Proud on 0870 601 0137. In Ireland phone 1850 22 00 33. 
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Small. Desirable. 
Everything you’ve dreamed of, 


about the price 
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Introducing the new ThinkPad 390. 

Intel* Pentium* II processors up to 266MHz 1 and 
Pentium* processors with MMX™ technology up to 233MHz 

■ lip to 3.2GB 2 hard drive* 32MB 3 fast SDRAM 
■ Up to 14.1 inch TFT screen* From £1150* (inc.VAT). 
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EMBEDDED CHIPS by Tom Foremski 


System failures could be a 
matter of life and death 


Keeping utilities and factories going 
at the millennium changeover will have 
many experts holding their breath 


The year 2000 date change 
will be a serious and poten- 
tially dangerous test for 
embedded systems. Not only 
is it difficult to determine 
the extent of any problem, 
but it is also bard even to 
know if an embedded system 
is vulnerable. 

Embedded systems are 
used everywhere to run a 
huge number of systems, 
ranging from the mundane 
such as microwaves, video 
recorders and cars to the 
more serious and sophisti- 
cated such as telecommuni- 
cations systems, power 
plants, medical equipment, 
weapons systems and huge 
chip factories. 

There are probably 5bn 
embedded chips in use in the 
US. according to estimates 
by the President’s Council 
on Year 2000 Conversion. 
Even if 2 per cent fail due to 
Y2K that means 1 00m chips 
out of action. 

Embedded systems usually 
consist of a microprocessor 
with additional chips such 
as memory. The software is 
contained within what are 
called Read Only Memory 
(ROM) chips. 

in addition, the software 
controlling embedded 
systems is written in low 
level programming lan- 
guages that make them very 
difficult to examine. In the 
majority of cases, the chip 
itself has to be replaced. 
There is no way to replace 
just the software in the chip. 

Most embedded systems 
that control systems such as 
elevators, traffic signals and 
home based products are 
unlikely to cause much last- 
ing damage. 

“Embedded systems in ele- 
vators. for example, might 
act erratically and there 
could be traffic problems 
because of traffic signal 
problems, ” says Am Turley, 
embedded chip industry ana- 
lyst at MicroDesign 
Resources, a US market 
research company. 


“But these should not be 
life-threatening. For embed- 
ded systems in hospitals, or 
power plants the problem 
could be worse.” 

The problem is made more 
difficult because there is 
little available information 
on the Y2K vulnerability of 
embedded systems. Add the 
problem of finding their 
location and .the complex 
interactions of many Inter- 
connected embedded 
systems, and the problem 
rapidly becomes huge. 

“hi some cases, an embed- 
ded system is not easily 
reachable or Is impassible to 
reach,” says Capers Jones, 
chief scientist of Artemis 
Management Systems of the 
US and an internationally 
respected Y2K expert 

“There are embedded 
systems in transatlantic tele- 
phone cables at the bottom 
of the sea. They are hun- 
dreds of feet underground in 
oil drilling rigs and they are 
in satellites.” 

Electric power utilities 
make use of large numbers 
of embedded systems. If elec- 
tric power grids fail, the Y2K 
problem in other computer 
systems will not be known 
about until much later, 
delaying recovery efforts. 

And in the US, where win- 
ter temperatures in many 
states can Call to very low 
levels, a power failure last- 
ing several days could easily 
kill many people, even if 
they have oil- or gas-fired 
heating systems because 
these require electric power 
to operate. 

Earlier this year, the US 
Senate set up a special com- 
mittee to Investigate Y2K 
efforts by utilities and found 
that many of the largest 
lacked contingency plans 
and had not yet assessed the 
scope of the problem. 

Utilities face a particularly 
serious challenge In that a 
failure in one part of the 
electric power grid can trig- 
ger failures in other parts of 


the country. 

Chip production plants, 
known as Tabs, are especially 
vulnerable to embedded 

systems failures. 

Chip fobs are among the 
most complex industrial pro- 
duction systems, costing as 
much as SZbn to build. Tens 
of thousands of embedded 
systems control the various 
stages of chip production, 
the clean room environment, 
the safety systems that han- 
dle toxic gases and chemi- 
cals, the ventilation and 
heating systems and the tele- 
communications and net- 
work infrastructure. 

Gartner Group, the US 
market research group, pre- 
dicts that the world-wide 
chip industry faces poten- 
tially serious disruptions 
due to Y2K. About 90 per 
cent of equipment used in 
chip fabs have Y2K prob- 
lems. 

It warns that mast chip 
companies have a “consider- 
able attitude of denial" and 
have yet to take measures 
on Y2K. 

Serna tech, the US research 
and development consor- 
tium, has been warning chip 
makers that they face a 
nightmare problem in identi- 
fying Y2K bugs in their pro- 
duction systems. 

Sematsch has listed more 
than 8,200 production 
systems that have embedded 
systems with possible Y2E 
problems, and so for fewer 
than 900 fixes for these 
systems have been made 
available. 

*We have found that 
newer chip production 
systems cany a greater risk 
of Y2E problems because 
they contain more software," 
says Harvey Wohlwend, Y2K 
program manager at Serna- 
tech. 

“Older production systems 
don't rely on date fields 
quite so much." 

In terms of finding embed- 
ded systems. Mr Wohlwend 
uses the analogy of replacing 
light bulbs In a house. The 
main ones are easy to spot 
and reach, but there are 
light bulhs in stereo systems . 
and other electronic equip- 



ment in places where you 
mi gh t not expect to find a 
light 

Such a problem pales in 
comparison with locating all 
the embedded systems in 
today's modem manufactur- 
ing plants. 

Se mate ch has asked more 
than i,400 suppliers of chip 
production systems to have 
solutions available by the 
end of this year. Mr Wofal- 
wend says that not all sup- 
pliers will meet this dead- 
line, and some have told 
Sematech that they will not 
be ready until some time 
next year, a situation he 
caUa unacceptable. 

Intel, the world's largest 
chip manufacturer, says it is 
well aware of the chip fob 
problem and is on schedule 
in fixing potential problems. 
Texas Instruments says It 
has analysed all of the 
systems in use in Its fobs 
and 96 per cent are sched- 
uled to be fixed by June, 
1999. 

The World Semiconductor 
Association has formed a 
working group to come up 
with a list of proposals for 
chip producers in Europe, 
Japan and Sooth Korea. But 
this effort may be too little 
and too late to avoid prob- 
lems. 

A key issue facing chip 
manufacturers is that chang- 
ing the software in their 
embedded systems can intro- 
duce new bogs requiring rig- 
orous testing: Arid sharing 
information between chip 
makers is diffi cult, because 
each fine tunes its own pro- 
duction processes and has 
closely guarded secrets 
which it does not want to 
share with competitors. 

“With embedded systems, 
if you find there is a Y2K 
problem you need to order a 
replacement hoard from the 
manufacturer,” says Ed 
Yourdon, chairman of the 
Cutter Consortium, a US IT 
consultancy, and a leading 
Y2K expert 

“In many cases, companies 
are getting delivery dates of 
mid -1999 because they 
haven’t geared up produc- 
tion to bandit* that demand.” 


No magic bullet to 


save the laggards 


Only by searching rigorously through every 
system can potential problems be 
eliminated, reports Rod Newing 


Intel Corporation, the world’s 
largest manufacturer of 
computer processors, has 
discovered that there are no 
magic fores to the year 2000 
Issue. 

‘ft is only solved by good, 

hard rigorous work and paying 
attention to detafl." says Lou is 
Bums, Intel's cNef information 
officer. 

Following a series of smaller 
Initiatives. Intel established a 
formal Year 2000 Program 
Office at the end ot 1 990. The 
project was divided into four 
areas: the supply chain 
infrastructure for materials and 
equipment; manufacturing, 
which accounted for 
three-quarters of the effort; 
other Information systems; 
and products. 

The project started with a 
bask: search to understand 
what systems the US 
company had in place. An 


inventory was drawn up. the 
magnitude ot the problem 
established and the different 
resources were aUocated. 

"As we got kite rt, we 
discovered that there was 
nothing particularly unique 
about a year 2000 project just 
a lot of discovery and a lot of 
detafl," Mr Bums says. 

"It was a broad project but 
not deep in terms of 
complexity. However, we 
didn't envisage the magnitude 
of the- effort when we started. 
We were well Into the preyed 
before we really understood 
even the magnitude of the 
inventory we had to go 


through." 

Each of Inters 18 main 

factories around the world 
contains a host of 
manufacturing equipment, as 
wen as thousands erf 
controllers for fire, security 
and safety systems, tt has 
looked at 35,000 embedded 
chips, of wNch 100-200 were 
critical. Of these. 80 per cent 
were already capable, leaving 
a very small number to repair. 

Intel still has a huge and 
Intense foots on finishing Its 
remediation and deployment 
and is on schedule to be 
ready by the end of the first 
quarter of 1999. It wffl then 
continue Inte^ated systems 
testing through the rest of the 
year. 

It Is also looking at foe 
potential problems connected 
with the 99th day of 1999 and 
September 9. The company Is 
looking at contingency plans 
for problems foat are 
unexpected or outside Its 
controt It is using scenario 
planning, from simple issues 
to nightm ar e disasters, to see 
what It can do about them.' 

Airports, for example, are 
very complex. If their 
Information systems or 
cargo-harxfflng systems are 
not Y2K-capable, they can 
establish staging inventories, 
‘in some cases, you can do a 
lot,” says Mr Bums, “but In 
others there is not much you 
can do, such as power 
supplies." 

The estimated final cost of 
the project is up to 8250m. 


This covers foil- and part-fane 
internal staff and charges tor 
remediation and replacement 
of equipment. 

Thera was a vary small 
amount of ex tern al 
consultancy support at the 
beginning to help un de r stan d 
foe problem and set up foe 
project The project holds 
monthly reviews whh foe 
executive office of Intel about 
foe specifics of foe year 2000 
programme. 


Mobilisation 


There Is also a quarterly 
two-hour review with the 
board of directors and a short 
up-date fn foe intervening 
months. Mhe whole company 
Is mobilised and focused and 
the necessary resuvoes 
around the world are befog 
applied," says Mr Bums. 

It Is our number one- 
priority and if a surprise 
comes, resources are 
‘swarmed* and there are no 
debates about additional 
funding* . 

Intel encountered three 
main problems. The first was 
Its foabilty to disclose 
information through fear of 
lawsuits. - 

Now that the US has 
passed a year 2000 dtadosure 
law - giving IT companies 
Immunity from prosecution 
over any Information they 
make available on their 
millennium readiness - Mr 


Bums is glad he can start 
taikfng to other companies 
arid that the work can be 
done by technical people, 
lawyers. 

- The second problem was 
undemanding' global 
infrastructure issues, such 
' power, water and sewers, 
last was getting the work 
done around foe world, 
despite the extrema view of 
those either insisting there 
was no problem or arguing 
that it was Insoluble. 

"As our industry operates . 
on a worto-wide basis, we 
hope that other companies 
around the world win take the 
same level of intensity.” says 
Mr. Bums. “The vast majority 
of US companies are weH 
along, but Europe Is lagging 
and Asia is way behind foe 
rest of the world, ° he says. 
"Our biggest worry is. how to 
ensure foat foe world at large 
is ready, when many 
companies and governments 
have started too late and are 
now trying to dose the gap." 

Thera is still plenty of work 
to be done, but Mr Bums 
befievea that Intel is In an 
excellent position to deal with 
year 2000. 

“Many other companies are 
treading the same path, but 
we would Ilka toseestffl more 
companies befog pro-active 
about foe problem to ensure 
that global infrastructure 
issues are adequately 
addressed." 


A GUIDE TO MILLENNIUM HELP 



More and more leading companies are now discovering 
t he power of data warehousing to exploit existing 
corporate data, in order to create new, strategically 


Are you using 


targeted products and services for specific markets. 
However, once they inclement a data warehouse solution, 
these same companies must deal with the explosion o£ 
demand throughout the enterprise, as people realise 


Data Warehousing 


the enormous potential of the information at their 
fingertips. EMC Enterprise Storage 5 " is the ideal 
architecture for data warehousing, because it allows 
companies to refresh their data, manage the incredible 


to pinpoint the 


demand for it and meet 24x7 availability requirements, 
all without disrupting core operations, m addition. 
EMC assures business continuance for mission-critical 
warehouses and makes information easily accessible 


information you need? 


to all. Call 01737 835122 to learn more about how EHC 
can affect your ability to use the information you 
need. Or visit us at Www.enc.com. 
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Companies need to gear 
up their preparations 


Severe dangers persist in the UK public 
and small business sectors, but help 
is at hand, writes Joia Shitiingford 



Although British org- 
anisations have now com- 
pleted just about half then- 
work on the millennium 
Issue, there is still much to 
be done, warns Chris Web- 
ster, head of year 2000 ser- 
vices at Cap Gemini, the 
French computer services 
company. He expects “the 
race to go all the way down 
to the wire". 

But he adds ominously: 
“In the past six months 
countries such as France 
and Germany have acceler- 
ated their efforts [to fix the 
year 2000 problem ] while the 
UK has simply not made the 
same rapid progress despite 
repeated calls to action from 
the government.” 

“There remain some 
severe dangers, especially in 
the public and small busi- 
ness sectors." 

However, the latest Cap 
Gemini Millennium Index, 
designed to alert companies, 
organisations and govern- 
ments to the impact of the 
date change problem, does 
show evidence that UK 
organisations have reas- 
sessed the amount of work 
they have to do. 

Realising that they will 
not fix all their systems, 
they have begun to focus on 
business continuity plan- 
ning. The latest index also 
confirms fears that the UK 
small business sector is a 
millennium under-acMeVET. 

One in three small and 
medium e n terprises have yet 
to start work, evidence that 
the small business sector is 
still not treating the issue 
with sufficient urgency. 

The good news for compa- 
nies which still have work to 
do Is that there are many 
sources of online and off-Une 
help available on the year 
2000 problem. On the farfng 
page is an International list 
of Y2E-related web. sites, 
while a selection of UK- 
based groups appears below. 

□ Action 2000. This gov- 
ernment task force to help 
companies fix the millen- 
nium bug says its web site 
and action line have taken 
many tho usands of calls and 
visits from businesses seek- 
ing practical, plain English 
advice on how to go about 
tackling the bug. The web 
site is at www.buQ2fmLco.uk 
and the action .line number 
is 0845 son 2000: 

The task force has also set 
up Pledge 2000 to encourage 
companies to adapt a collab- 
orative, as opposed to liti- 


gious, approach to resolving 
the bug. Action 2000 says 
hundreds of companies of all 
sizes and sectors have signed 
so far. 

□ Bug Buster. Bug Buster 
Assess and Manage courses 
have been designed by the 
British government to help 
businesses identify and solve 
potential problems on their 
own systems. They are free 
to companies with fewer 
than 250 employees. 

Other free courses are 
then available, if necessary, 
to provide more in-depth 
assistance with specific prob- 
lems. All the courses also 
take a long-term view to 
help companies improve 
their IT provision on many 
levels for the future. . 

The t raining hnfltng num- 
ber for companies to phone 
for the free Bug Buster 
courses is 0845 609 UOO (local , 
rates). 

□ Business Link. This 
national network of local 
partnerships, supported by 
the Department of Trade and 
Industry, provides a range of 
subsidised, advisory and 
information services, includ- 
ing year 2000 help, to small 
and medium-sized busi- 
nesses. Business 1.rnk Lon- 
don is on 07000 40 50 60. 

□ CSSA. The Computing 
Services and Software Asso- 
ciation is largely run for IT 
suppliers. But it has also 
published some advice for 
computer users, says John 
Corden, the CSSA's year 2000 
spokesman and millenntnm 
director of Cyrano, the test- 
ing tool company. 

This includes a guide, pro- 
duced in conjunction with 
the Electronic Industries 
Association, on how people 
should go abbot testing their 
systems. 

CSSA has also done a lot 
of work with the British 
Standards Institution to 
make its year 2000 compli- 
ance standard more prag- 
matic - to allow, for exam- 
ple, a year 2000 solution 
called “date windowing”. 

The CSSA has published a 
guide to immpreting the BSI 
standard. Both guides are 
free and available on the 
CSSA’s web site at 
www. CSSA. c0. uk. ■ Alterna- 
tively, the CSSA can be con- 
tacted at 0171 39S 6700. . 

’ □ Computer Weekly, The 
UK magazine’s web site, has 
a dedicated year 2000 news 
section, including a guide to 
suppliers and products, it is 
also possible to interrogate a 
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Robin Guenier of Taskforce 2000: stressing the need tor foreslgtt 
and befoing hard-pressed companies with confaigency pfenning 


database of compliance soft- 
ware or download a 90-min- 
ute overview of the main 
issues and problems affect- 
ing m anagemen t and. techni- 
cal staff. 

In addition, there is a free 
question and answer forum 
that lets users question spe- 
cialists such as Karl Feilder, 
founder of - mfflennhzm tool 
company, Greenwich Mean 
Time; and Simon Halber- 
stam, of law firm Halber- 
stam and Ellis. The site is at 
www. computenoeekly.co.uk. 

□ National Computing 
Centre. This has a computer 
diagnostic tool, Comply2K, 
and gives advice on year 
2000 issues. Its millennium 
helpline is on 0700 2000 999. 

□ Taskforce 20001 This 
campai g ning body, helps to 
solve year 2000 problems 
indirectly by raising aware- 
ness of the issues. Robin 
Guenier and his directors 
speak several times a week 
at conferences' and .he also 
helps company boards of 
directors to develop contin- 
gency {dans. 

Taskforce 200b charges far 
this service and the fees are 
fed.back into Its funds. “Con- 
tingency planning Is becom- 
ing almost the most impor- 
tant subject,” Mr Guenier 
says. “But it fa difficult, 
because yon cant do .it until 
you defies the contingency.” 

Contingency planning Is 
becoming a global concern. 
Mr Guenier and a represen- • 
tative from the World Bank - 
recently spoke on the sub- 
ject, at a Global. Year 2Q00 
summit . . 

Taskforce 2000 also has a 
kind of stakeholder dub, 
including 20 big UK compa- 
nies, which provide funds in 
return tor regular briefings, 
press clippings and seminars 
on the Year 2000- 


Mr Guenier says: “The 
‘dub 1 acts partly as a’ clear- 
ing house where I can put 
people together who can 
learn from each otheriq expe- 
riences." 

. Taskforce 2000 fa contacta- 
ble on 0171 562 7650 abd its 
Internet web site is at 
WWW. Taskforcs200a co. fifc 
G Testing tools. Many 
testing tools have (been 
developed to check whether 
IT systems are year] 2000 
compliant { 

The CSSA's Mr C 
says; “There are th 
four different classe ; . of 
tools, including tools 
can help people fin 
. what is wrong with a 
and fix it, such as 

and Piercom; testing 
such as those from 
Mercury Interactive 
Compuware, which, 
what a system does 
dates; date simulation 
like Thnelord; and tools 
scan everything on a 
and produce a report., 
as tools from Green 
Mean Time." 

G Year200a.com. A 
2000 newsgroup run by 
de Jager, the millenni 
“bomb" guru, can be 
at imow.year2000.com. 
site also has the details 
useful Internet 
where IT managers and 
ers discuss year 2000 
and their experiences 
tackling the problem. 

b Other advice, h 
companies publish i 
tlon about the level of 
pliance of their products _ 
the In t e rhat . Industry assoct 
atfons for different mark 
sectors . and chambers o 
commerce also- tend to i _ _ 
vide millennium advice or 
information sharing pra 
grammes. See also mb site 
listing on facing page. 
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Amon^ttie many web sites related to the 

year 2XXJ problem are the foJiowina' ' 

□ Gkba! 2000 C<>< J rdinatir^r 
Comnittee: httpr/Avww. gJobat2k.com/ . • 

□ Weld Bank web site: http-// 
www.voridbartcorig/y2k/ 

□ Wirid rt and Slices AlHanca: 
htlp^www.rtaa.org/wttsa.htiTi 

O Euopean Cfomrniasion Y2K ahd'the 
euro site: hnpy/wwwJspo.ceci>e/ 

yZkeiro/ 

□ 15 Fedenai Reserve Board Y2K site: - 
http/w<w.bog.frb.feda4s^2k/ 

□ fiderai Reserve Bank of New York 
Y2Kstte: httpv/wvm.ny.frb.ora/banklnft^ 
y2kttJex.htmJ 

□ IS President's Council on Year 2000 
Conwsion: httptfwww. y2k.gowfetva/ 
indoLhtm 

□ Serman Federal Government http-J/ 
www.lklde/]ahi20CXVbenc*12000/ 
inckxJrtmi 

□ french Ministry of Economic Affairs, 
Rrance and Industry, http 7/ 
wwJndustrfe.gouv.fr/ 

□Bank for International Settlements: 
h|cr7/wvvw.bIs.o?ig/ongofr>g/ 

C Britain's Department of Trade and 
Irlustry Action 2000: btt p-JJ 


wwwJbug200acoork/ 

O UK Cabinet Office Year 2000 team: 
http-yAvvvw.opatgov^c^offl2Ga3 

□ Taskforce 2000 in theUKimip^/ . 

www.TasktoroeeooacojA 

□ OECD websfte:httpv'/wwwxiecxLorg/ 

Puma/focusteurant/^^ 

□ OEQD year 2000 national finks web 
page: http^Avww.oecd.oig/djt^sfi/ 
.indaxJitirtT. 

□ Japan: initiatives of the Prime 
Minister's Office: http-J/wwwJcanteiJ>o.ip 

□ Switzerland’s Y2K Mfflennium site: 
http J/wwwjVMDervtium.ch 

□ Netherlands Millennium Platform: 
http'J/www. mp2Q0Q jrI/rmBen/MU3ea nsff 

□ New Zealand's Y2K Task Force: http-J 
/Ww.y2k. govLns/ 

□ Italian authority for IT in the public - 
sector. mpJMwwjapaJtAOtMta/ 
anno2000[1 1 /index^sp 

□ IrelancTs CSvfl Service, Finance Dept 
http^/wwwjrl govJa/Finance/y2k.fttrn 

□ Australian Government httprf/ 
www. www. ogitgov.au/year2000/ 
yr2000.html 

□ Belgium's Millennium Foreum 2000: 
http://www.y2O0O.1govj>e/^^ 

□ Canadian Federal Government txttp-J/ 


www.irifo2000-gc.ca 

□ PortugaTs Institute da Infbrmatica: 
htfpyAwwwj'nst4nforrnatk^3fr 

Q Spain’s ‘Map 2000': http// 
www.map.a^ 

□ Mexico’s Proyecto AnO 2000: http:// 
www.s8Codam.gob .mx/proy200Q/ 

Swedish MJUetmfum Commission: . 
ht^Avww^OOtKtetegafioagovse/ 
engSsMndexJitm 

□ Denmark's Minfs&y of Research: http-j 
/www Jsk.dk 

□ International Air Transport Association 
(lATA): http J/www.l 44.1 94.1 6.1 1 fy2k/ ~ 
Ind&jtfrtm 

□ International Telecoms Union (TTU): 
WlpJ/Www.ituJnVy2k/ 

O Gartner Group web site: http J/ 

www.gvtner.corn/pubfic/5tai)cA>oni&/ 

homa.htm! 

□ International Date Corporation 
website: http^/www.'tdctcorh/ 

□ SAP, the software company, http*// 

. www.sap.coni/y200a/index4Ttm 

□ UK-based groups and . web sites tee 
also feted on the facing paga 

. Michael Wiltshire 
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IILLENNiUM STOCKS by Geoffrey Nairn 


High-flyers come down 
to earth 
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Wall Street had big hopes for Y2K-related 
shares but the excitement has gone and 
prices have dropped sharply as the 
moment of truth approaches 
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The year 2000 has come and 
gone on Wall Street * at 
least as an investment 
theme - and it has left inves- 
tors with a big hangover. 

Software companies whose 
share prices soared in 1997 
in anticipation of a boom in 
Y2K work, have seen market 
sentiment rapidly reverse 
and prices collapse when 
they failed to meet expecta- 
tions. 

Micro Focus is the latest 
in a growing line of Y2K-re- 
iated stocks to disappoint. 
After seeing its share price 
treble is 1997, the software 
tools company came down to 
earth with a bump last 
month. 

Martin Waters, the chief 
executive, announced “lower 
than anticipated demand" 
for year 2000-related prod- 
ucts and services in its key 
north American market. Its 
share price fell to the level of 
18 months ago. 

When the Y2K issue first 
started to receive wide cov- 
erage two or three years ago, 


finanrifll institutions .saw it 
as a golden investment 
opportune ty. 

“The problem is real and 
huge [and] the time for 
investors to buy is now," 
said JP Morgan, the US 
investment bank, in , a 1996 
research note on Y2K stocks. 
Corporations and govern- 
ment agencies would have to 
spend $200bn, one of the 
more conservative estimates, 
to fix the problem. Unlike 
other IT expenditure, the 
deadline could not be pushed 
back. The year 2000 prob- 
lem co uM account for ail the 
forecasted worldwide 
systems integration services 
revenue through 2000," pre- 
dicted JP Morgan. . 

It .drew up a list of SO or so 
stocks that it predicted 
would benefit most from 
year 2000 work and divided 
these Y2K "plays” Into four 
broad categories: contract 
programming companies 
such as Amdahl and Data 
Dimensions, specialist Y2K 
tools suppliers such as Micro 
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Focus and Viasoft, tradi- 
tional large systems integra- 
tors such as EDS or Com- 
puter Sciences, and a fourth 
set of companies destined to 
benefit in other ways, such 
as recruitment agencies. 

However, few of JP Mor- 
gan's selections have lived 
up to expectations and a 
heavy exposure to Y2K work 
has become a mixed blessing 
for these companies as inves- 
tors worry that sales of Y2K 
products and services could 
soon dry up. 

Viasoft was traditionally 
seen as one of the strongest 
suppliers as half its revenues 
come from Y2K work. “Y2K 
revenue is not going to fall 
off anytime soon." say s Ste- 
ven Whiteman. Viasoft 
chairman and chief execu- 
tive. But in, October, it 
announced a quarterly loss 
and plans to lay off IQ per 
cent of its workforce. 

Impact 

“Weaker- demand and 
increased competition world- 
wide for Viasoffs Y2K. soft- 
ware tools bad- a negative 
impact on first quarter 
results," says Mr Whiteman. 

. In mid-1997,. at the height 
of .the Y2K boom on WaD 
Street. Viasoft stock reached 
♦66. last month the price 
collapsed to $4. . 

Data Dimensions is similar 
in size to Viasoft annual' 
revenues for both are run- 
ning at ♦100m - and was 
also promoted as a pure play 
on the Y2K problem An 
investment group led by 
George Soros, the billionaire 
investor, was one of the first 
to spot the company’s poten- 
tial and its share price 
soared by 400 per cent in 
1937. . 

Data Dimensions’ share 
price foil during early 1996 
along with many of its com- 
petitors, but it has recently 
recovered following a set of 
quarterly results that 
exceeded analysts'esttmates. 

“Our year 2000 business 
continues to grow," says 
Larry Martin, the company’s 
president and chief execu- 
tive. 

A few other Y2K plays are 
also doing well, including 
Tava Technologies, which 
recently announced record 
orders for its Y2K products 
and. services, and Compu- 
ware. the. large US software 
house. 
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The wide difference in per- 
formance of the various YZK 
stocks illustrates one of the 
biggest problems in looking 
at the sector from an inves- 
tor's perspective. The mar- 
ket is for from homogeneous 
and orgaiusatlons have 
adopted widely different 
strategies, timetables and 
technologies to fix the mil- 
lennium bug. 

Some large organisations 
have handed responsibility 
for Y2K to their IT outsourc- 
ing partners and expected 
them to fix the problem 
within an existing contrac- 
tual relationship, says Mar- 
garet Joachim, European 
head of Y2K sendees for out- 
sourcing giant EDS. 

An unexpectedly large 
number cf companies have 
used existing IT staff to per- 
form some or all of their 
Y2K project The Y2K issue 
has thus- not produced the 
expected boom for outsour- 
cers. 

Vendors of Y2K software 
tools should fare better, with 
more organisations choosing 
to fix the problem internally, 
but competition in the tools 
sector has increased dramat- 
ically since 1996 and the 
needs of the market have 
also changed. 

The millennium date prob- 
lem was originally thought 
to affect mainly the older 
mainframe programs written 
in the Cobol language. But 
the Cobol tools market has 
now peaked and tools ven- 
dors are haring to look else- 
where for new revenues. 

“Large organisations are 
pretty far down the road to 
solving the problem in their 
mainframe programs,” says 
Mr Whiteman. 

Viasoft rose to prominence 
mainly because of its Cobol 
Y2K tools. Ironically, its 
present financial diffi culties 
are due not so much to prob- 
lems in this traditional busi- 
ness as to cost overruns on a 
new range of tools it devel- 
oped to find the YZK bug in 
desktop PCs a market the 
Y2K industry has largely 
ignored. 

“The desktop is the big- 
gest area where companies 
still need to look for Y2K 
problems and the new oppor- 
tunities for us are here," Mr 
Whiteman says. 

Viasoft is also looking 
beyond 2000 and is promo- 
ting the use of its tools to 
develop new . applications by 
“modernising" and reusing 
code from existing “legacy” 
programs Instead of develop- 
ing them from scratch, a 
costly and time-consuming 
process.. 

Mr Whiteman says this 
represents the new face of 
Viasoft and, onTilfft Y2K, this 

work is not going to thy up 
suddenly. His only problem 
is to convince a disillusioned 
Wall Street 

“Investors were looking 
for a simple Y2K investment 
story but there never was 
one there ” he says. 



themes for 1999 

For details of. the main . 
themes to be covered by 
th 4 e FT-it Review next 
year, see list on page 22 
Of this issue. 



WaD Street regulators have put pressure on fisted companies to come dean about th«r year 2000 efforts 



KEY BUSINESS ISSUES 

DISCLOSURE 


Investors worried by 
companies’ silence 


Regulators are'trying to force more 
companies to be open about their Y2K 
preparations, writes George Black 


Boards of directors are 
coming under Increasing 
pressure to detail their 
companies' responses to the 
year 2000 problem. 

This follows a strongly 
worded pronouncement by 
the Securities and Exchange 
Commission, the US stock 
market regulator, in the 
summer. 

Arthur Levitt, the SEC' s 
chairman, wrote to more than 
9,000 companies trading on 
the New York Stock Exchange 
and Nasdaq - Including some 
leading European companies 
- insisting that they provide, 
"thorough, meaningful 
disclosure on this topic” 
within the next quarter. He 
threatened legal action if they 
cBd not obey. 

This demand went further 
than the request by the 
London stock exchange In 


March that listed companies 
should make a statement on 
tire issue by the end of the 
year. 

The SEC was worried that 
companies were evading the 
Issue and not providing the 
Information to which investors 
have a right 

Many British companies 
have made only scant 
reference to the problem in 
their annual and interim 
reports, while some have not 
mentioned it at alL In so doing 
they have also been ignoring 
tiie instruction of the 
Accounting Standards Board's 
Urgent Issues Task Force, 
which asked companies to 
make a foil statement as early 
as possible. 

Even this autumn only 79 
per cent of UK companies 
filing reports referred to the 
mlllenniiffn “bomb" and of 


these, only 64 per cent 
estimated the cost of fixing it. 
says Graeme Farmer, 
assistant editor at Company 
Reporting in Scotland, which 
monitors annual reports. 

“Very few companies give 
much detail and they are very 
optimistic in their brief 
statements." says Mr Farmer. 

Costs which companies say 
will be involved in fixing it 
range from nothing to Cl 00m. 
Few companies have 
discussed what impact these 
costs might have an their 
profit figures end few describe 
contingency plans for dealing 
with systems failures. 

Some say that, although 
their own compliance 
programmes are in hand, they 
cannot vouch for their 
suppliers. Others say they are 
seeking guarantees from 
suppliers. 

It is suspected that many 
companies are saying as little 
as possible on the subject 
because of concern that any 
statement could make them 


liable and alarm shareholders 
about costs involved. To 
counteract such secrecy the 
US Congress voted for a new 
law giving legal protection to 
firms which share millennium 
bug information. 

The intervention of the SEC 
raises the stakes. Companies 
are being forced to give a 
much more comprehensive 
explanation of their policies 
for tackling the bug in order to 
retain the confidence of 
investors and ultimately In 
order to continue trading 
puMcfy. 

Recently the SEC fined 37 
brokerages for failing to report 
their progress on the issue. 

There are going to be 
severe repercussions for 
companies that do not 
provide full disclosure fairly 
soon," says Andrew Rigby, 
partner in Tarto Lyons, the 
London law firm which 
specialises in the subject. 

SEC rules require 
companies to be open about 
matters that attect liquidity, 
their capital resources and 
their trading operations as 
well as any matters which 
coidd have a material financial 
impact on their business. 

It has identified the year 
2000 bug as a matter which 
could have such a material 
financial impact 

Some companies have 
opted not to mention the 
issue in their reports on the 
grounds that they consider it 
wifi not have a material 
financial Impact on them. 

Turn to next page 
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REVIEW 


LEGAL ISSUES by Joia Shitlingford 


Millennium failures 
lead to claims bonanza 


Lawyers can expect plenty of business, 
but companies should count the cost of 
suing their IT systems suppliers 


Sending in the lawyers may 
not be the be st wa y of get- 
ting your year 2000 problems 
fixed, according to Berwin 
Leighton, the City of London 
legal firm. 

Ian Lowe, a partner, says 
“Trying to get the supplier 
to pay for year 2000 work 
can mean you take your eye 
off the ball instead of getting 
the work done on time. At 
this stage, you should be co- 
operating with suppliers. 

Mr Lowe's advice tallies 
with the policy of the UK 
government's Action 
initiative to help companies 
fix the so-called ‘Y3K’ prob- 
lem. It is encouraging com 
panies to sign a no-litigation 
pledge and many, including 
Tesco, the supermarket 
chain, have done so. 

Signing the pledge does 


not totally rule out later liti- 
gation, says Mr Lowe. “You 
should make it clear to sup- 
pliers, by sending some sort 
of letter, that you are keep- 
ing your options open so 
that If, come 2000, you need 
to make a claim, you ran 
still do so. . 

But the issue of going to 
law is finely balanced. It 
really comes down to cost. If 
the expense of fixing year 
2000 problems is relatively 
small, this will probably be 
cheaper than the cost of 
legal pressure on the sup- 
plier. “If the costs are very 
large, it's worth looking at 


the original supply con- 
tract,’’ adds Mr Lowe. “But it 
is often not clear-cut 
whether there is any obliga- 
tion on the part of the sup- 
plier. There are often exclu- 
sion clauses. Or the supplier 
will say "we produce regular 
upgrades and year 2000 was 
always meant to be one of 
those upgrades'. It’s hard to 
argue against that. 

The issue of embedded 
microprocessors is poten- 
tially more fraught. These 
are not routinely upgraded 
and are intended to have a 
long life. Some people 
especially in the construc- 
tion industry - see 1995 as a 
cut-off point and are saying 
that anything bought after 
1995 should be Y2K-compU 


To date, there has not 
been a single year 2000 claim 
in the UK. “There have been 
a handful of cases in the US, 
including one where credit 
card readers in a supermar- 
ket could not read cards that 
expired after the year 2000,” 
according to David Lawler of 
forensic accountants Buch- 
Ier Phillips Lindquist Avey. 

"Either Europeans are 
being pragmatic, or they 
don't want to divert the 
resources of their supplier,” 
he says. “Or they have 
looked at the lead times for 
getting a solution from a 
rival supplier and decided to 
stick with the existing one." 


That does not mean that 
UK companies are taking no 
recourse to the law. Some 
have drafted special con 
tracts for their year 2000 con- 
tractors. For example, one 
supermarket chain has a 
contract with a built-in £Lm 
penalty (called a liability 
cap) which the computer ser- 
vices company it is using 
win have to pay if it defects 
to another client. 

More litigation Is likely in 
but it is hard to esti- 
mate how much. Nor will 
the lawsuits necessarily 
start immediately. “I see a 
period of grey, malaise at the 
beginning of the year 
while systems fail and 
people can’t get into their 
offices,” says Richard Lister, 
a Berwin Leighton partner 


Predictions 


“There’ll be three to six 


months of irritations In 


while people work out who 
they’re going to sue," he pre- 
dicts. “And there could be a 
flurry of rifanrm just before 
the end of 1999, while people 
who haven’t been able to fix 
their Y2K problems try the 
commercial litigation route. 

“We are working with 
some companies to establish 
a series of trigger points 
when action might be taken 
if a supplier fails to fulfill 
actions critical to compli- 
ance." 

In the US, the year 2000 
legal climate is different. 
Law firms are expecting liti- 
gation in the trillions of dol- 
lars because of the year 2000. 


They say courtrooms in Los 
Angeles are booked up for 
the next three years. 

More mundanely.- many 
US law firms are sending 
teams of lawyers in to their 
clients’ offices to deal with 
the Y2K paper mountain 
the masses of letters to and 
from suppliers, ashing them 
whether they are year 
compliant. "They would only 
be doing that if they [the cli- 
ents] ware intending to sue 
later,” comments Mr Lowe. 

Some lawyers believe the 
level of paper-chasing on 
both sides of the Atlantic is 
excessive. Essentially, a blue 
chip company will send a let- 
ter ww tattling htndtng legal 
clauses to 10,000 suppliers. 
But skilful suppliers can still 
reply in a way that shows 
they are* responding to cus- 


tomers. bat which falls short 
of promising anything. 

Year 2000 warranties sup- 


plied with software and 


hardware do promise compli- 
ance. But even here, there 
can be a problem if products 
are supplied from the US. 

Tn the UK and parts of 
Europe, the BSI [British 
Standards Institution] Y2K 
conformity document has 
become the industry stan- 
dard," says Mr Lister. "But 
when a European company 
is dealing with a big US soft- 
ware company it can be hard 
to move them away from 
their head office policy.” 

If all else fails, there is 
still litigation or. in some 
cases, insurance. Insurers 
are, however, wary of com- 
mitting themselves to paying 


out if products are not year 
2000 compliant. But they 
may pay up if a company 
which has taken reasonable 
steps to ensure compliance 
still loses money due to bus! 
ness interruption stemming 
from year 2000 problems. ■ 
Similarly. UK household 
contents policies will not 
out if home appliances 
do not work, but may pay 
for if, 

for example, a washing 
machine floods the home 
dne to the Y2K problem. 
Travel insurers, too, would 
be reluctant to pay if. say, a 
plane could not leave the air- 
port because of a year 
problem, but would still 
have to pay up if the aircraft 
exploded due to an unknown 
cause. 

Mr Lawler, whose firm 


investigates and advises on 
business interruption insur- 
ance claims, expects most of 


the claims over the year 


to be for loss of profits. 
“There could also be cases of 
shareholders suing directors 
for falling to observe their 
duties as directors in respect 
of the year 2000. But some 
directors wffl be covered by 
directors’ and officers' liabil- 
ity insurance if they can 
demonstrate that they have 
taken reasonable steps." 

"In the US, a number of 
busin esses have tried to sue 
their suppliers in advance. 
But so far. many judges have 
refused to rule in advance of 
the year 2000, because they 
can’t predict what will hap- 
pen.” They are not the only 

ones 







COMPLIANCY CASE STUDY 


NASDAQ 


Why a tough US customer 
made early moves 

Guaranteeing continuity of business will be ) one remediation wim the next. 


the primary focus, reports Mark Vernon 
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What exactly is 


IBM’s 


Position) 


on Windows NT servers? 


Since its launch in 1971, the 
US Nasdaq stock exchange 
has expanded dramatically, 
now processing nearly l.5bn 
shares a day, or 60,000 a 
second. 

This equates to 1,200 
messages per day - none of 
which must be lost, corrupted 
or delayed - and thus 
demands exacting 
performance and reliability - 
from the exchange's 
_ information technology . 
infrastructure. 

"We have had to scale 
almost vertically," says John 
Hickey, Nasdaq's chief 
technology officer. “Above an. 
the technology needs to be 
friers and be responsive. 

"The markets come up 
every day. if there is a 
problem, we wake up the 
president” 

Some 450 people work in 
the Connecticut data centre, 
the heart of the IT nervous 
system based psedomfaantly 
on Unisys equipment ' 

Nasdaq is a tough 
customer, not only because of 
market expectations, in 
August, 1994.lt suffered the . 
embarrassment of a crash. 

Even though systems were 
back up In 22 rtHnutee, the 
collapse led to bad publicity 
for a year afterwards and stfil 
makes Mr Hickey shudder. 

The company became 
aware of the year 2000 
problem more than six years 
ago. Information about the 
mfllennHjm “bomb" was 
disseminated quickly 
throughout the financial 
services industry in a ciiture 
used to knowledge sharing on 
matters of universal impact 
The formal Nasdaq project 
itself began early in 1996 with 
the establishment of a 
management office. 

"The goal waste 
understand howto manage 
awareness of the problem 
both internally and externally. . 
as wen as how to manage the | 
project itself," says Gregory 
Baiter, executive 
'rice-president and chief 
Information officer for NASD, 
the Nasdaq parent company. 

“We started then so that we 
could also be responsive to 
our nesponsforlities within the 
industry as a whole.” He 
points out that NASD also 

DISCLOSURE 


incorporates an am that plays 
a regulatory role. 

Senior executive 
s p onsor sh ip was established 
from the start This ensured 
that the year 2000 Issue was 
visible throughout the 
company and that awareness 
remained high. 

Other mechanisms were put 
in place to inform the 
enterprise, notably a web site, 
dearly linked to the corporate 
intranet from which project 
progress reports could be 
gained as well as more 
general Information for 
external consumption. 

Two distinct methodologies 
operated within NASD as a 
whole. In the Nasdaq division, 
the project was dealt with as 
part of the usual IT schedule 
which includes regular 
software upspades and 
system tests. 

This allowed costs to be 
| carried within releases as wall 
as building excellent internal - 
knowledge of the issue. - 

Extra teams 

In the regulatory division and 
within tile parent company, 
addtional teams were set up 
involving third party partners 
with internal staff defeated to 
the project. 

The problem was mitigated 
slightly for Nasdaq compared 
with others involved in the 
market, since certain date 
Issues are not so complex for 
a service which closes every 
day. A portfolio manager, for 
example, has a more difficult 


“However, we can recall 
virtually everything that 
happens on Nasdaq from our 
archive, and this requires date 
integrity to be secured across 
the mfllennkjm," says Mr 
Baiter. 

« The project comprised a 
number of steps, beginning 
with an assessment of the 
size of the task and the best 
ways to approach it “Impact 
analysis looked Inside the 
code, though we found very 
few tools which were relevant 
to what we were doing or had 
been developed for the Unisys 
environment" he says. 

Details of the methodology 
included establishing test 
parameters, processes to fink 


definitions of Certification and % 


governance. Including regular 
reviews at board level. 

“We also had to 
communicate with .members 
and attend to our regulatory 

respa nstoWttes," says Mr 
Baiter. “This not only Includes 
a hotline, but outbound caHmg 
to assess members' year ■ 
2000 status and that of their 
partners." 

In feet at the time of . . 
writing, this work is absorbing 
more project time than 
attending to code Itself.. 

Testing was a crucial 
element with c ertifi c ati on 
operating at three levels. First . 
came the testing of Incfividual 
applications atone, then tin 
testing of whole environments. 
Including databases and 
networks. It was only at this - 
stage that compliance could 
be secured. 

A third level of testing 
proved vital, too: the 
recertification of systems to 
ensure that ranfectior had not 
occurred. . 

■ .“About three months ago, 
we received a shipment of 
PCs which our retesting 
procedure found was not 
compliant in spite of labels 
declaring the contrary on the 
boxes,” says Mr Baiter. 

Recertification forms part of 
the contingency planning. 

From October, 1999, there will 
be a freeze on new 
implementations which will 
also free resources. 
Contingency plans include 
assistance for members. “We 
want to help if a firm has a 
problem, too, to ensure the 
market stays up, so we are 
training in-house staff to go 
out on site should anything 
happen.” he says. 

Guaranteeing continuity of 
business will, in fact, be the 
primary focus for 1999. “This 
Is an enormous amount of 
work which has to be 
galvanised around the world, 
it is a truly global effort," says 
Mr Baiter. 

“Rather Dke the space 
programme, the year 2000 
has undoubtedly infusid a 
significant amount of rjew 
investment in fT and 
witnessed unpreceden ed 
co-operation between 1 «rtles. 

"Ite effects, beyond i le.bug, 
will be felt long into tin new 
millennium." 


Investors demand more 
than bland answers 


From previous page: 

"This wfll no longer wash." 
says Mr Rigby. 

The prospect Is that stock 
exchange authorities around 
the work! wfli follow the SEC 

and increasingfy tosist that 
companies make full 
declarations on the subject 

The SEC wants companies 
to state how much money and 
time they are spending on 
fixing the bug, how far they 
have progressed and when, 

they w« finish, what their 

contingency plans for systems 
failures are and what effect, if 
any. Is expected on then- 
trading position. 

Mr Levitt's letter made the 
authorities fa some other 
countries, inducting the UK, 
look again at their position on 
extracting statements. 

The British government and 
the London Stock Exchange 
have been very concerned 
about the blandness of 
companies' statements and 


have been considering what 
more they can do to induce 

disclosures. 

“People want to know how - 
seriously this is being taken 
by these organisations and 
what is being done about their 
external contacts." says Aten 
Cook, a director of the 
Accounting Standards Board. 

As wed as stock market 
authorities, regulators- for 
particular market sectors may 
intervene to add to the 
pressure on company 
directors. 

For example, the UK’s 

financial Senricas Authority 
has said it will call for an 
auditor's report if it is 
concerned about a financial 
institution’s readiness. 

The crucial period could 
begin in December, when 
many companies' interim 
reports are due. Investment 
analysts wfu be scrutinising 
foe statements of boards on 1 
their strategy and will be ( 

posing questions at annual j 

meetings if they are not | 


satisfied. They win not w Tt tc 
be surprised by profits 
warnings being issued dr i to 
higher year 2000 convey in 
costs than anticipated. 

if Investors do not race e 
replies which put them at 
ease, they could start to t U 
their shares. This could fo re 
companies to make 
statements In order to halt he 
seflfag. 

■ Mr Rigby speculates tha f 
companies fell to quell the 
worries and selling 
accelerates, the stock 
exchange could ultimately t 
forced to suspend trading ii 
their shares untH the situstk 
is sorted out . 

By May, when there will b 
a large number of fen year 
reports, investors will want t< 
hear that the problems are a 
in the past 

it seems likely that through 
next year investors will 
increasingly make decisions 
taking into account who they 

trust to handle the year 2000 

•saua effectively. 
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FT-1T REVIEW 11 THE YEAR 2000 COMPUTER DATE ISSUE 


DANGEROUS DATES by Mark Vernon 


banking case study 

CARIVERONA OF ITALY 


tegration with other groups 
resents a big challenge 


fThe. Imminent introduction of. the euro and 
[problems associated. with the millennium 
take pride of place, writes Geoffrey Naim 
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(taEan banks pioneered the . 
development of modem 

banking in centuries past But 

their rr managers today have 
little time for reminiscing. 

They are too busy adapting 
their systems to handle the 
imminent arrival of the euro, 
the wave of mergers in the 
sector and, of course, the 
millennium “bomb". 

Claudio Bari, deputy IT 
manager for Carfverona. a 
mid-sized bank based in the 
northern city of Verona, Is 
fortunate hi that he has one 
fewer item to worry about 

This is because the bank 
completed the bulk of Its year 
2000 work at the end of 1997. 

"We wanted to be able to 
work on the Y2K problem 
without Jeopancfising our other 
work such as the euro 
project" says Mr Bari. 

The single European 
currency is seen as a powerful 
new opportunity by the bank 
and work is already well 
advanced in this area. 

This summer, tor example, it 
adapted ks IT systems to print 
an extra column on ail 
customers' statements giving 
the value of their transactions 
in auras as well as liras. 

The bank also faces big IT 
challenges In other areas. 
Along with many other banks, 
it Js eager to exploit new 
opportunities in home banking 
and e-commerce. 

It recently announced an 
agreement with Visa to offer 
its customers digital 
certificates based on the 
Secure Electronic 
Transactions standard. 

Perhaps the greatest 
technology task facing the , 


bank is integrating its systems 
with those of the other four 
groups that recently combined 
to form Urucrecftto Kafiano, 
Italy’s third largest financial 
institution. 

Italy’s balking industry Is 
notoriously fragmented and . 
Carfverona b itself the result 
of several mergers. tt. 
comprises 445 branches in 
seven regions of Italy. Its 
Information processing Is 
handled by an IT centre with 
200 staff that can process op 
to 5m operations a day and 

provides services to some of 
the other banks in the 
UniCFedito group. 

The creation of Unicnedito 
Itafiano is the latest in a long 
fine of consolidations in Italian 
banking. But for the promise 
behind such mergers to 
become reality, the partners 
must weld together their 
disparate systems so 
economies of scale can be 
achieved and processes 
streamlined. . 

Euro project 

The systems Integration work 
has already started but will 
not be completed before 
2000. Because of these and 
other business challenges, 
Carfverona was keen to get 
the Y2K problem resolved 
sooner rather than later and 
long before its etro project 
moved under way. 

"At the end of 1995, we 
knew we had to modify our 
systems to make them Y2K 
compatible but the problem 
was we did not know how to 
do It," says Mr Bari. 

As with many banks; 


Carivamna Is heavily 

dependent on IBM 
matnframas and the Cobol 
progra mm ing language. The 
bank estimates that 90 par 
cent erf its prog ra ms were 
written in CoboL “ft Is- . . 
Important to haves detailed 
inventory of yotr p royams . 
because, depending on the 
languages used, the scale of 
the Y2K probiam varies 
considerably," says Giuttano 
Mstfato, who heads the Y2K 
project at the bank. 

Most Cobol p rog rams are 
quite old, which me«>s They 
are Ktefy to be most 
vulnerable to the Y2K 
problem: 

But Cobol is also the 
market that most Y2K loots 
vendors address, so the 
problem is in some ways 
easier than for more esoteric 
programming languages. 

After an analysis of the Y2K 
problem in 1996, Carfverona 
handed the task over to an 
external contractor to reduce 
the workload on its own IT 
staff. But most contractors 
balked at the tough deadine 
Imp o s ed by the bank, which 
wanted the majority of the 
conversion completed by the 
end of 1997. 

Carfverona started a plot 
conversion project Involving 
100 appfi cations using 
conversion tools to produce 
new program code “cleaned" 
of Y2K bugs. But Mr Mattel© 
says this approach, based on 
a technology called "date field 
enlargement" would have 
taken far too long. With tins 
approach, each plaoe of 
program code that contains a 
reference to a year is 
expanded from two to four 
digits. Rom a technical point 
of view, experts see this 
approach as preferable, but It 
is time-consuming and costiy 


SOFTWARE TOOLS by Philip Manchester 



the hard way 


While many accusing fingers point to the 
software industry, user organisations must 
accept some of trie blame for short-term 
design decisions .... 


vvS-: 


It is too late to start 
allocating blame for the 
problems caused by the year 
2000 date change. But there 
can be little doubt that the 
software industry must 
shoulder at least some of the 
responsibility. 

According to latest figures 
from Cap Gemini’s millen- 
nium index, the cost of fix- 
ing software to forestall year 
2000 problems wDl be about 
$200bn - 23 per cent of the 
estimated total global bfll of 
$858bn. Hie final cost could 
be much higher. It has 
already risen by 12 per cent 
from ' $i79bn since April. 
1998. 

Computer industry . sup- 
porters are, of course, quick 
to defend the lack of pre- 
science by programmers 
. with clichfed explanations 
about the lack of storage 
space in early computer 
systems or that the software 
was never expected to last as 
long as it did. 

User organisations mast 
also accept some of the bur- 
den for short-term design 
decisions and not insisting 
on an earlier solution to the 
year 2000 problem. It was, 
after all, an entirely predict- 
able event 

There is, however, a posi- 
tive side. Software builders, 
and those who supply them 
with the tools to build appli- 
cations, have recognised 
that, while year 2000 prob- 
lems are unique, there are 
other potential' problem 
areas they must allow for.' 

The software of the future 
must, therefore," be built In 
such a way that such prob- 
lems will be solved more eas- 
ily and less expensively. 

>J am not sure the year 
2000 problem could have 
been avoided in tte malp- 
frame area, given the state 
of the early software and the 
hardware ft had to work on, 
says Tom Depasquale. senior 

vice-president of information 
management at Platinum 
Technology, the US software 

products company 
* -Software had to be writ- 
ten that way just to get it to 
work. Most people, ^ course, 
took that' ‘early code ana 

modified it to extend the use- 

ftil life of their systen»j- 
and that's how the twodigit 
year happened." 


He is less happy with PC 
suppliers and software devel- 
opers, however. “When you 
look at what has happened 
with the PC, it is far less 
excusable. The industry 
should have taken a trigger 
responsibility and we would 
have avoided some of the 
costs.” 

He adds, however, that 
hardware technology 
'advances and. a‘ greater 
understanding of the soft- 
ware development process 
should make sure there will 
never he a problem cm quite 
the same scale as the millen- 
nium change. 

“The industry has changed 
and there are a lot more 
people out there keeping an 
eye on what we are dcting,” 
he says.- • ... 

“Coding techniques have 
improved and programmers 
don’t need to worry about 
the hardware performance 
and storage sizes like- they 
used to. I think it has also 
taught us to' build more 
defensive software codes, cm 
the basis that whoever wrote 
it will hot be around when it 
needs changing. 

There are other dates, of 
course, and cha n g e s to tele- 
phone numbers could be a 
problem. There is also the 
euro, which X think could be 
more difficult.” 

Improvements 

While ft is true tiaf, 'gen- 
erally. today’s software Is 
better designed and more 
reliable than previously, 
there are some who see this 
as only a starting point to 
improve software production 
techniques. Better training 
ana accepted standards are 
also important- ‘ 

“There will -certainly-: be 
other ’time-bombs',- says 
Reza Mikailli, chief execu- 
tive of Unify, a US software 
tools and database company. 

* r But I think year 2000 has 
taught us a couple of valu- 
able lessons. Firstly, those 
concerned with building 
applications need proper 
training in a methodology to 
avoid design and coding 
compromises- And. secondly* 
we need open standards- for 
building software compo- 
nents.” 

He says that ted comps* 


nies followed a formal devel- 
opment methodology, they 
would not have a year 2000 
problem in the first place - 
they can ensure they are 
ready for any comparable 
problems in the future. 

“The combination of fol- 
lowing a development meth- 
odology and using more 
component-based software 
will certainly mTntmige the 

impact of a change like year 

2000, ” he adds. 

Development methodolo- 
gies lay down the disciplines 
for a development project 
and enforce long-term design 
standards. . . 

- Originally associated with 
computer-aided software 
engineering tools in the 
early 1980s, methodologies 
are now usually linked with 
high-level “object” modelling 
tools from companies such 
as Sterling Software and 
Rational Software. 

Component-based software 
fits the engineering 
approach to software devel- 
opment welL It breaks soft- 
ware systems down into sets 
of self-contained components 
that can be brought together. 
In different combinations to 
support different applica- 
tions. 

More important like sub- 
assemblies in manufacturing 
industry, software compo- 
nents can.be reused in other 
applications. . 

■ The shift to component- 
1 based software systems is 
well under way. Most infra- 
structural software - operat- 
ing systems, database man- 
agement systems and so on 

- and leading application 
products h are been built 
using component “objects” 
for several years. 

The practice is gradually 
spilling over into the devel- 
opment of software applica- 
tions.: TDC, the market 
researcher, notes, for sam- 
ple, that revenues from 
object-oriented development 
tools wOl approach |4ba by 

2001. ■ 

"increased use of standards 
such as ObJect Management 
Group’s Corba and Micro- 
soft's Active X wiH also 
accelerate thetrend 
. “As we see the growth of 
re-usable objects or conqx>- 
nents, and wider use of pack- 
ages such as SAP. the possi- 
bility of something like this 
catching fcis ont is ftrture is 
unhfcely\ r says Mr Depart 
quale. Computer users 
everywhere will- hope - fer- 
vently that he is light.' • 


as up to 90 per cent of all 
programs may need to be 
changed and then retested. 

Instead, Camerons opted 
for an atternafive proposal put 
together by Siemens Nbcdorf 
of Germany and a local 
partner which prooSsad to do 
the job much sooner. 

The technology employed b 
caSod "tirrie windowing” and 

has the advantage that only 
10 to 15 per cert of programs 
need to be changed 

THs b because only 
calculations involving dates 
are analysed and checked for 
vaSdfiy, so the actual two-digit 
representations of years 
stored In the program remain 
unchanged. 

Thta windowing approach 
abo allowed the conversion to 
be largely automated, so 
manual intervention wa 
minimised. 

TWs enabled the bank’s 
30.000 pi o gw ns to be 
converted in five months. 

But it realised that its Y2K 
effort had to be continuous. 

At Carivarona. around 200 
programs are modified in 
some way every day. 

Therefore, even if the bank's 
programs were all certified 
Y2K compliant on a given 
date, there was no guarantee 
that they would remain so. 

To take account of this the 
bank set up a "repository” in 
which afl the date references 
and their interrelationship 8 are 
stored. If a program is 
modfied the changes and 
their effects can easily be 
tracked. 

Mr Bari says the repository 
has the advantage that once tt 
has been created, ft can also 
be used for other purposes 
such as the conversion to the 
euro which the bank now sees 
as Its roost pressing 
challenge. 

"The euro is a totally 
different Issue but, thanks to 
the Y2K project, we have 
created a repository that 
allows us to also hand© the 
euro easily,* he says. 


Why ships could be all at 
sea when clocks tick away 


Trie turn of the 
century may not be 
the only date which 
could cause 
headaches for 
the unwary 

What- use would be a 
computer that counted back- 
wards? Strangely enough 
some do, and they might 
make themselves knows on 
January 1, 1999, as a fore- 
taste of the main year 2000 
shock. 

These machines determine 
the date beginning one year 
hence, counting backwards 
to the correct day. On the 
first day of 1999 they could 
see “00” as they look forward 
and, like a child at school, 
trip and stumble at the 
thought of counting back- 
wards from nought 

This Is another example of 
the threat wbich the 
unlikely aggressor, the com- 
puter clock, poses to the 
unwary. And as awareness 
of the iwiiipnwinTn “bomb” 
has grown, so the world has 
become aware of the arbi- 
trary dangers of a number of 
other “doomsdates". 

One of these occurs In 
August 1999. For the clocks 
inside the 24 satellites orbit- 
ing the earth which farm the 
Global Positioning System, 
this month marks a turning 
point These clocks have 
been counting the days since 
their launch in 1990, rather 
like the mileage gauge on a 
car. And next August 22, the 
counters will roll back to 
where they started aa the 
week number transmitted in 



Crews wffl be watching amrfousfy to «— If ttwtr n a w foati on systems are dfe r upted by data dwngea 


the satellite navigation mes- 
sage moves from 1023 to a 
This will not cause any 
internal glitches, unlike the 
computer wbich crashes 
because of a Y2K conflict. 
But back on earth, earlier 
receivers of GPS information 
might not be able to corre- 
late geographical location 
and time correctly and that 
would puzzle navigational 
systems on ships, for exam- 
ple, “This is not a satellite 
problem but a data encoding 
problem,” explains Graham 
Collins, proprietor of UK- 
based Effective Solutions, a 
GPS vendor. “More modem 
GPS systems do take 
account of it” 

But since the word mod- 
em here could mean receiv- 
ers made little more than a 
year ago - Garmin, a US 


manufacturer, released a 
statement only last year say- 
ing current models would 
have no problems - this 
could turn into a vital issue. 

Mr Collins has noted a rise 
in demand for simulation 
software and expects con- 
cern to rise as August 
approaches. 

September 9, 1999 is also 
reported as one to watch. 
Some computers might 
record this date as 9999, 
which is also a default figure 
for the date fields in certain 
applications. Other 
machines could interpret 
9999 as an “end of file” com- 
mand. Would a computer 
coming across a row of nines 
In the midst of the code sim- 
ply come to a halt? 

Undsay Marshall of the 
computer science depart- 


ment at the University of 
Newcastle who chairs the 
UK Unix user group is scep- 
tical of this portent 

“I find it hard to conceive 
of anyone storing dates as 
AS CD text {the basic com- 
puter character code].” he 
says. “Unix has - and 
always has had - a proper 
end-of-file command that is 
perfectly good. This sounds 
like an old card trick. Proper 
Unix programmers would 
not do it” 

Even if some rogue devel- 
opers were to sign their 
work in this way. they 
would be much more likely 
to use a row of zeros which 
would represent a date long 
past January 1 1970. 

However. Dr Marshall is 

Continued on page 13 


In the 


{Basement 


of the 30 storey headquarters 

of a multinational company. 


| e-business means a tot of things. H means moving business 
| to ttie Wet II means Improving relationships with customers, 
j suppliers and employees. B means looking at business Ala in 
j new and meaningful ways, e-business also means looking at 
j PC networte in new ways. And rft no secret that Windows NT 
! has become one of the most popular new operating systems 
S In the corporate world. 

1 What you may not know is lhat IBM is buikfing inter based 
j servers with the power to run major business applications - 
| tike those tram Baan. JD Edwards. Oracle, SAP and others - 
I used in the largest of corporate networks. 



: But it istrt just power and reliability that distinguish Neifinity 
. servers tram their would-be peers. They come with tools like 
: Vtfeb Server Accelerator, which optimises performance by up 
to 60 per cent when a Netfinity 7000 server is used to serve 

■ up the Web. or our management suite tor Windows NT which 
mates it vastly easier to manage and run your network, allowing 

i 

■ you to spot potential problems and deal with them, last. 

It's that we work in partnership with leaders like Intel 

■ to bring new. more powerful technology to market well ahead 
ot the competition. Ift lhat Netfinity servers are tested on, 

. and optimised tor. Windows NT. The Netfinity 7000 M10, 

. for example, is powered by the new Inter Pentium” ll Xeorf" 
processor at 400MHz, and has some at the best performance 
benchmarks ol any NT server. 

■ History, plain and simple, also separates these servers 
trom all others. IBM has been building mission critical systems 
tor the corporate world for decades - and now wave applied 

•; that expertise to the world of Windows NT. Netfinity servers 
are the first NT servers to otter mainirame-class memory 
pTotedion They otter scalability features you don’t expect in 
NT systems - like the ability to hot-swap disk drives, power 
: supplies and tans - without ever going off-line. Netfinity servers 
: are also quick and easy to integrate into your existing IT 
irirastructure. whether it's powered by IBM (thank you) Or not 

f Windows NT servers from IBM aren't just tools for big 
i business. IheyTe tools for big e-business. 


I 


\ 


pentiunrj 
xeon» i 


The IBM Netfinity 7000 series. High performance servers for Windows NI 


Model shown; BM Netfinity 7000 Mia Up to 4-way. Intel" Pentium’ ll XeorT processors 
al 400MHz! Up to 868 mterteawd EEC memory Prices sterling ai E6.903' (e*.VAU 



e-business tools 
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SOFTWARE ‘FACTORIES’ by Geoffrey Nairn 


Special help for those with 
Y2K computer date fears 


Seeking assistance outside the company to solve 
year 2000 IT problems can save time and money, but 
it may not be the right solution for all businesses 


With the millennium deadline 
looming and internal resources 
strained, many organisations are 
tempted to turn to an external "Y2K 
factory" to help fix their year 2000 
programs. But as some have found 
to their cost. UUs option can create 
more problems than it solves. 

At first sight, there are obvious 
benefits in delegating some or all of 
the Y2K remediation effort to an 
external contractor with a 
specialised centre, or “factory", 
dedicated to fixing millennium date 
problems. For example, some 
companies may not have sufficient 
IT staff for the task, or they may 
lack the specialised tools needed to ' 
Inspect, fix and test code. 

"One of the best ways to get 
around the resources shortage is to 
use tools to increase productivity , M 
says Chris Webster, head of Y2K 
services at Cap Gemini, the 
computer services company. Cap 
Gemini has 21 factories that have 
renovated more than 300m lines of 
program code for hundreds of 
organisations worldwide. 

The services offered range from 
checking and analysing the level of 
“date infection’’ in an organisation’s 
programs right through to a fully 
automated renovation service. A 
Y2K factory, by definition, has staff 
with greater expertise in handling 
the Y2K problem and a variety or the 
tools needed to inspect and fix even 
the most esoteric programming 
lan g ua g es and thus achieve higher 
levels of productivity and 
throughput 

By using an external factory, an 
organisation thus saves having to 
purchase its own Y2K tools and 


having to train staff to use fhora. 
Another issue is that the impact of 
the Y2K problem is usually greatest 
on older “legacy” programs written 
by programmers who have kmg 
since left the organisation. 

“Y2K requires you to make a 
significant investment in old skills." 
says Tan Baker. Y2K manager for 
IBM’s European operations. Few 
in-house IT staff relish the prospect 
of looking for bugs in decade-old 
programs, so by offloading the Y2K 
work to an external contractor, 
internal staff can concentrate on 
more Interesting work and the 
money saved on licences for special 
Y2K software tools can be used for 
more strategic purchases. 

One of the principal benefits of 
using's Y2K factory is its formalised 
“factory-like” process that is ideally 
suited to the highly repetitive tasks 
involved in analysing and fixing 
millions of lines of program code. 
Experts say organisations with more 
than a milli on lines of code should 
seriously consider using a Y2K 
factory simply because of the 
problems of managing a project of 
this size internally. 

Fingers can be burned 
on Year 2000 projects 

“For this type of project, you need to 
be very disciplined, yet a lot of 
companies, when they try to do their 
Y2K work internally, do not treat it 
as a normal IT project." says Paul 
Gosling. European Y2K project- 
director for US-based Unisys. “Y2K 
is a high risk project on which to 
burn your fingers." 


Unisys has created a chain of 10 
"migration factories* in various 
countries that offer an 
industrial-style specialisation of 
function similar to a conventional 
manufacturing factory and a set of 
well defined processes and 
disciplines. 

One of Unisys' largest Y3K 
projects is for Abbey National, the 
UK bank; it centres around a 
software factory built and run by 
Unisys in Milton Keynes. This uses a 
highly automated production line 
with specialist work cells at each 
stage of the Y2K compliance process. 

The project, which started in early 
1997. involves 14m lines of code 
written in 16 different computing 
languages and should be finished for 
the end of 1598 at an estimated cost 
of over £3Cm- At its peak. 330 staff 
worked on this project 

IBM has created a network of 23 
“renovation factories” around the 
world of, which nine are in Europe. 
The latter have completed 2.900 Y2K 
projects. Like several other players 
in the Y2K industry. CBM has sited 
seme of its renovation factories in 
countries with lower labour costs, 
such as India. Belarus and Pakistan. 

The “offshore" software industry 
was quick to spot the opportunity 
that the miiiermrirm “bomb" offers, . 
as the cost of doing the 
labour-intensive tasks Involved in 
Y2K work is considerably less in 
developing nations up to SO per cent 
cheaper, according to some industry 
experts. 

Offshore Y2K factories also help 
solve the year 2000 skills crisis as 
programmers skilled in older 
programming languages are in short 
supply in many developed 
economies. But some organisations 
that have sent Y2E work offshore 
have found it Is not the cure-all that 
it first seemed. 


*We have bad to deal with clients 
who have sent program code 
offshore that comes back and - - 
contains quite significant fiaw$." : 
says Mr Gosling of Unisys. Ha knows 
of cases where date references were 
missed in the original code - and 
thus remained susceptible to the . 
Y2K "bomb" - and where 
remediation work had been done 
badly. 

Dealing with distant 
software houses 

“Y2K work can be done weQ offshore 
hut you really need to understand 
bow to make ft work." he says. 

There are special challenges in - 
dealing with a software house that ! 

may be on the other side of the 
world. The most obvious one is 
T irana ging the project and , in 
particular, the logistics of shipping 
code back and forth. 

“The idea that you can throw code 
over tiie wall, fix it and then ship it 
back simply does not work,* says Mi- 
Baker of IBM. Another challenge is 
the security risk. The US Central 
In telligence Agency fears that US 
companies, in their rush to fix the 
Y2K problem, are sending not only 
their bug-ridden code offshore but 
also commercially sensitive 
information. 

The security and project • 
mana gement challenges are highest 
when using an offshore Y2K factory 
but they are also issues to consider 
when using Y2K factories located 
closer to home. Yet whatever the 
risks of using Y2K factories, some 
organisations may have little choice. 
With less than 13 months to go 
before the new irmunnium, analysts 
want that those late to start Y2K 
projects may miss the daarilinp if 
they attempt to do It all themselves. 
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spoiled for choice 

With information and communication technologies converging 
rapidly, consumers face arY exciting array* of products and . 

services, writes Paul Taylor - v 


The real explosion of Windows NT servers has been at the 
departmental level - growing from the desktop up, connecting 
into larger networks, enterprise servers and legacy systems. 


The growth of Intranets, Web commerce and sophisticated 
custom apps built with powerful cross-platform software like 
Lotus Domino has fuelled the demand for powerful, reliable 
servers that connect thousands of users inside an organisation 
-from sales reps in the field armed with ThinkPads to desktop 
users in customer service departmenls. Servers like the 
Netfinity 5000 series. 

Those people also need access lo the detailed information 
that resides on more powerful systems that are the core 
systems of a major enterprise (like. say. an IBM RS/6000 SP 
Unix server capable of processing millions of transactions a 
second} Which means the ability to integrate departmental 
Windows NT servers into larger networks is critical. 

Netfinity servers like the new Netfinity S500 M1Q help 
simplify this integration, with IBM Netfinity Manager software. 
It ships with every Netfinity server. It lets you manage clients 
and servers from dozens of leading manufacturers. And it 
helps you lie into enterprise-wide managemenl software such 
as Tivoli Enterprise, Microsoft SMS and Inter LANDesk. 

This is what e-business is all about - not just building 
powerful servers lor departmental use (and make no mistake, 
the Netfinity 5500 can handle everything from huge e-mail 
nelwoite to 24 x 7 Web commerce}, bul providing tools to 
integrate and manage those servers as part of a much larger 
network. This, in turn, hetps you control costs and keep your 
network up and running. That is the difference between an 
ordinary, everyday server and an e-business tool. 


. SUET: tn the last im years, flw ess at Yifodaws 
NT servm& ttepjrtmental semis Iks ex&odctt ■ 
by mote ttea 250 per cent. Af the sjhk time. 
more flwo 4000 item applications ton been 


In a windowless room on 

the {8th floor 

between sales and 

marketing. 


A digital whirlwind is 
reshaping the traditional 
computing, ftpwimnnl fjfl’Hftrua 
and consumer electronics 
industries. It promises 
unprecedented choice for 
consumers and business 
users In a new multhnedia- 
rfch world of information, 
education and entertain- 
ment. 

Nowhere is this revolution 
more obvious than in the 
home home nfffcn where 
the convergence of the 
"three Gs” is creating new. 

ii ppnrt i intH flK. aTMr rflrallgngP K 

both for the suppliers of 
products and services, and 
the users. 

In particular, distinc- 
tions between types of 
device - for example per- 
sonal computers, set-top 
boxes and intelligent phones 
- are becoming blurred, as 
are delivery mechanisms 
including cable, wireless and 
satellite. 

• ^Convergence of the IT. 
telecoms and broadcasting 
industries - made possible 
by developments in digital 
technologies - means that 
many different organisations 
are positioning themselves 
to provide multimedia prod- 
ucts and services to the 
home and business," says 
Ovum, the London-based 
market research firm. 

For the home office user, 
this means that a single PC 
can now function as a high 
speed gateway to the huge 
resources of the Internet for 
research, as an e-mail and 
fax communications tool and 



In Ite ntwr, Germ an y, a vteftor at CeBIT. Hie world's biggest 
computer show, examines the keyboard of a personal convutec 
More than 7,200 companies cxMbSed at the event this year ap 


Europe. The easiest option 
may well be an ISDN (Inter 
grated Services Digital Net- 
work) line supplied by the 
local telephone company. 

ISDN lines can transmit 
and receive data at rates at 
least twice as fast as the 
fastest analogue modem. 
However, even fasts- options 
are just around the corner. 

Among the high band- 
width technologies which 
are likely to be deployed 
over the next few years are 
cable modems 'and. ADSL 
(asychronous digital sub- 
scriber line) devices, both of 


also because- Urey enable 
new services to be devel- 
oped. "NC’s could provide 
the ‘bridge’ between the 
competing aspirations of the 
television and computing 
industries," says Ovum. - 
Digital radio and televi- 
sion broadcasting also repre- 
sents an exciting sew oppor- 
tunity. Over the past two 
months, mass market digital 
satellite television has been 
launched in the UK and digi- 
tal terrestrial television has 
made its world debut 
. Some industry experts like 
Ed Straw, a partner with 
PricewaterhouseCoopers’ 


as a means to market and consultancy .practice in Lon- 


sell products or services . 

using electronic commerce. ■ 

What Is more, given the 
global reach of the Internet < Jk. . 

the small business user can 
contact and conduct busi- 
ness with partners and cus- '* 

tomers on the other side of 
the world, just as easfly as if 

SZZ* -'*«“• The small 

Web-publishing software . xx . • • 
from Microsoft. SoftQuad 0TTIC6, llOfflG 
and other companies makes 

office market 

Internet Service Provider’s 

hosting site. By adding a dig- Here and on the followin 

ita L { ^ era ~ two pages, FT writers 

"ISMsM advances i" 

scanner high quality hnaggs digital technology for 
can also be added. the 'SoHo' sector 


Here and on the following 
two pages, FT writers 
highlight advances in 
digital technology for 
the ’SoHo' sector 
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The IBM Netfinity 5000 series. Scalable servers for Windows NT. ; 

Model sfiawi. IBM NelhiWy 55M MlO Up lo 2-ucy. WeT Pentium* II Xeon" processors ai 400MHi Up to 2GB ! 
intHfewed SDRAM manor* Pnces starting at £4.546* IblVAT) The IBM MeHHtfy 5DDD range Sails at £2,086* lex. VAT). - 


e-business tools 



Setting up for 
e-commerce 

Tbday, it is possible to set 
up a complete electronic 
commerce-enabled small 
office or home business 
using just a basic PC. 
modem and ISP account: 
Typically, however, a bom ** 
office buyer should specify a 
machine with plenty of 
power and expansion capac- 
ity. 

With PC prices continuing 
to tumble, a brand name PC 
complete with 366Mhz Intel 
Pentium II processor, large 
9Gb hard disk and 56Kbps 
modem can be bought for 
$1,000 or less in most mar- 
kets. 

A colour inkjet scanner 
will cost another $150, 
although a growing number 
of home office users 'are opt- 
ing to purchase multifunc- 
tion devices which, for 
example, combine the 
operations of printer, fax 
machine, copier and scanner 
in a single machine costing 
perhaps $600. 

If large files are going to 
be transmitted, or lots of 
time will be spent on the 
Internet, most small busi- 
ness users should also con- 
sider investing in. a high, 
capacity digital communica- 
tions link. In most places in 


which offer substantially the way we use info rmatio n 
high er capacity than ISDN arid entertainment, says 
fines. . David Coverdale of Pace, the 

The launch of direct satel- UK-based electronics group, 
Lite services . like, the one of the main suppliers of 
DirectPC service in the UK, the set-top boxes required to 
which use rooftop satellite . receive the new satellite, 
dishes connected to PC-card cable and terrestrial ser- 
adapters manufactured by vices, 
co m pa nie s such as Adaptec, However, forecasts about 
provide another option. the uptake of digital TV, 
These super-fast digital which is already available in 
delivery systems are capable many parts of the world, 
of delivering broadband mul- vary sharply. According to 
timedia services including the Digital TV Worldwide 
rich web content and high 1998 report, prepared by Mar- 


don. believe this could usher 
in a “platform war" between 
digital cable, satellite and 
terrestrial services. Each 
platform has its benefits and 
its drawbacks, he says. Over- 
all, it could be an even. race. 

In the longer term. Inter- 
net or telecoms delivery is 
another potential platform 
competing directly, although 
the indirect competitive 
threat, in terms of compet- 
ing for screen time, is 
already here, said Mr. Straw. 

Digital television 

Nevertheless, most indus- 
try analysts agree that digi- 
tal TV - delivered by what- 
ever means - has enormous 
potential "Digital television 
will change the way we 
shop, the way we bank and 
the way we use information 
and entertainment, says 
David Coverdale of Pace, the 
UK-based electronics group, 
one of the main suppliers of 
the set-top boxes required to 
receive the new satellite, 
cable and terrestrial ser- 
vices. 

However, forecasts about 
the uptake of digital TV, 
which is already available in 
many parts of the world, 
vary sharply. According to 






quality video-conferencing 
direct to the desktop, -and 
they could have serious 
repercussions for existing 
distributors. 

Internet telephony and 
e-mail are challenging tradi- 
tional telecoms business 
models, while web television 
and "push" technologies are 
forcing broadcasters and 
Information suppliers to 
reassess their strategies and 
embrace new technologies. 

In the home, web televi- 
sion. smart phones and tow- 
price computing devices 
such as set-top boxes and 
network computers could 
herald the arrival of the digi- 
tal networked home. Ovum 
believes NCs are significant 
because they are part of the 
convergence between the TV 
and computer industries and 


ket Tracking International, 
the global audience for digi- 
tal TV is forecast to reach 
585m by 2002. seven times 
the estimated 8.4m digital 
subscribers at present 
. John Clements, chairman 
of. Continental Research, the 
new media research special- 
ist, writing in a recent report 
from Pace on UK consumer 
attitudes towards digital 
television, says digital TV 
offers a totally new form .of 
TV in the future - “TV that 
goes beyond the bounds of 
entertainment into providing 
personally relevant informa- 
tion and Opportunities. Post 
2000, it will change the face 
of TV and the ways in which 
users Interact with their TV 
sets." But he adds: “It will 
not happen overnight ■ it 
will be a gradual process." . 




|aonip‘» n 

ting to s 


Vtf: 


,3?5J58irt5 


Mor 


0l '£ irouh 





XIII 


»M. , 


it 



"*** S'M'ip ,, 

<vl ilm » l-v ., . * bycjV^ 

1 !, oraiwJ*L | Uw business from growing -fans with big ideas Bret a 1 


buy 


I 





ij SMALL BUSINESS COMPUTERS by Christopher Price 
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for companies 
willing to spend 


The potential market is huge, but support 
and advice are essential in winning over 
smaller businesses 
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Tor Europe’s small- and 
medium -sized enterprises 
(SMEs), there has never been 
a better time to buy a per- 
sonal computer. Not only are 
juices continuing to decline, 
but manufacturers have also 
woken up to the potential of 
the market and have 
launched a series of initia- 
tives designed to support 
businesses. 

Analysts' estimate of the 
S&fE market for PCs in 
Europe vary, but the number 
of units sold tot year was 
around 5m. This would indi- 
cate a market worth around 
?8.5bn. PC suppliers' interest 
is, therefore, hardly surpris- 
ing.. 

“The SME computer mar- • 
ket is without doubt one at 
the most exciting areas for 
us," says Jan Gesmar-Lar- . 
sen, president of Europe, 
Middle East and Africa for 
Dell Computer, the US man- 
ufacturer. Dell is currently 
selling $2m worth of PCs a 
day in Europe, double the 
amount of three mouths ago; 
thios accounts for a .fifth of 
its total sales. 

The company has taken 
the PC market by storm over 
the past three years by using 
the Internet to drive its 
direct sales strategy. It has . 
now targeted the SME mar- 
ket as an area with strong 
growth potential, setting up 
a new virtual European ser- 
vice and support centre to 
underpin the initiative. 

However, Eric Schmitt, an 
analyst with Forrester 
Research in the US, believes 
one of the key challenges 
being faced by PC suppliers 
is the demand by SMEs for 
greater support. “They see 
fewer and fewer differences 
between the various PC mod- 
els and are putting more 
emphasis on advice and 
band-holding." 

For Dell, which has 
eschewed a dealer network 
in favour of direct sales, this 
could prove a distinct disad- - 
vantage, particularly as 


SMEs are renowned for pre- 
ferring to use local suppliers. 

Mr. Gesmar-Larsen 
believes the Dell business 
model is well able to . deal 
with the . situation, pointing 
out that 85 per cent of its 
customer queries toe dealt 
with oyer the telephone. 
Customers can also deal 
with Den through its web 
site; with the European ver- 
sion having recently 
launched a new service ini- 
tiative. 

He also disputes the. 
amount of feceto-fece hand- 
holding that SMEs require, 
arguing that a large propor- 
tion are buying their third or 
fourth generation PC and 
are comfortable with trou- 
ble-shooting on the web ' or 
by telephone, - 

Jacques Heynec. SME 
manager for the- region for 
Hewlett-Packard, the . US 
computer manufacturer, 
believes - that the trend 
towards more support Is not 
a reflection of SMEs’ igno- 
rance of technology, but 
ralhm a desire to be supplied 
with a solution to their com- 
puting requirements, rather 
than individual products. 

- “They are looking to us to 
provide the right tools for 
their business, not fost the 
hardware." 

HP launched a global ini- 
tiative a year ago to target 
the SME market. Its Spot- 
light strategy provided addi- 
tional training and support 
for BP dealers as Well as the . 
launch of products specifi- 
cally aimed at the SME mar- 
ket. 

In Europe, this meant pro- 
viding additional resources 
to n.000 out of the European 
dealer network of 60,000. The 
result has been a rise of 40 
per cent in PC sales and 10 
per cent in printer sales to 
SMEs. The Spotlight pro- 
gramme was based on the 
findings of a poll 'commis- 
sioned by HP to discover 
which barriers SMEs per- 
ceived as preventing them 


from buying, or upgrading 
their, computer systems. 
Three key features emerged: 
- □ Fear of obsolescence. 
Many companies were reluc- 
tant to invest in new tech- 
nology because of concerns 
that it would be quickly 
overtaken by developments. 

□ Need for solutions. 
There were also concerns 
that individual technology 
purchases alone were not 
sufficient to -provide the 
answer to a company's tech- 
nological requirements. 

□ Proximity. Many com- 
panies preferred to conduct 
business with local suppliers 
and were reluctant to 
become involved with suppli- 
ers at a distance. 

To encourage businesses 
to buy the latest equipment, 
HP introduced “E-finance”, a 
Scheme which enables them 
to update their technology, 
either at a reduced cost or 
free of charge. HP. also 
addressed the -seed for- solu- 
tions by forming partner- 
ships ‘with software vendors 
to provide as many applica- 
tions with the PC as possi- 
ble. - 

Mr Heynen also points out 
that HP is able to offer SMEs 
- an integrated package of PC, 
printer, scanner and fax. 

Finally. HP has introduced 
its Brio range of PCS aimed 
at the SME market Patricia 
Rubio, who heads the Brio 
ctiviskm in 'the UK, says the 
range has been designed to 
be both price and product 
sensitive in order to address 
the wide range of businesses 
within the SME ■ market. 
Thus in the UK, Brio PC 
prices start from as low as 
£600 (93,000). 

However, while low prices 
are . good news for . busi- 
nesses, they are a worrying 
tread for the manufacturers. 
Forrester’s Mr Schmitt says 
that the sob-9500 PC is likely 
to be on US shelves before 
Christmas, with European 
prices likely to follow swiftly 
behind. 

With greater support, 
more targeted products and 
lower juices, the' outlook for 
SMEs looks likely to con- 
tinue bright. 


DANGEROUS DATES 


More trouble ahead 
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From page 11: 

not saying that the problem 
will not happen, only that it 
is very unlikely- 

Even when 2000 has been 
reached, and the nnltenbiinn 
“bomb” has been fixed or the 
damage undone, the hassle 
may not be over. Two after- 
shocks could he felt during 
the year. . 

These are both associated 
with the fact that 2000 is a 
leap year, though an odd one 
at that The rule for deter- 
mining whether a year is a 
leap year is that it is divisi- 
ble by four, but not by 100. 

Except for 2000. The extra 
test that should be applied is 
t hat years divisible by 400 

are leap years, too. _ 

The question is - now 
many programmers have 
realised this? Two scenarios 
arise for those who bawenot 
First, February 29 might be 
skipped. Secondly, a com- 
puter' which counts the days 
of the year to work tart the 
date will read Detfembe^ 30 
as day 385 and so believe 
that 31 December is January 

l, Mtoed leap V® 8 ” 
caused problems tnlbtt P®f- 
In 1996, a computer in an 
aluminium smelter to 
Zealand shut the plant down. 

■ _ rfr - =». 


a day early at the turn of the 
year. The furnaces solidified 
as the metal cooled inside 
them and cost the company 

millions of’ddllars r to ctean 

up. • . • * 

The Belgian , . stock 
im-hange suffered a simDaT 
embarrassment when trades. 

were recorded on the wrong 
of carelessness, simply for- 
getting 1 about top -years la 
system coda But it might be 
erroneous -to believe that 
year 2000 fixes have dealt 
with the problem- 
“The leap ' year Issue 
should be a standard check 
and thereby eliminated" 
says Robin Guenier, director 
of Taskforce 2000, the inde- 
pendent UK advisory group* 
“But you can't tell whew 
someone is going to tofasit 
“Some inevitably will. The 
only thing that matters is 
Whether these are important 
or not." . • . ., 

Once 2001 has arrived, the 
impact of rogue JMx pro- 
grammers might : be felt 
wain. The ASCH representa- 
tion of September 8, 20W, fa 
Tyyffin.TVti another possfole 
end-pf-ffle command or 
Unix’s very own ntfH enni u m 
“bomb" .* few months fate. 
Users must hope' that ;Dr 
Marshall fa right • " 
Taking a 1°°* mto 


more distant fixture, 2088 is 
another year to watch. Some 
developers . are already 
hn Tiring of the Y2JD88K bug. 

The problem here is for 
any program language that 
counts time in seconds from 
January l, 1970. .This 
jnetmto -Unix and also oth- 
ers such as C and C++. • • 

Some time in the early 
hours of January lft, 

2,147,483,647 seconds will 
have pasted since the count- 
ers began 'and they wQ] flip 
back to zero as that fa the 
largest number- that can -be 
stored in 32 -bit systems. 1 

“This is a much harder 
problem," admits Dr Mar- 
shall. “One answer w£Q be to 
have - 64-bit . machines by 
then.** 

Hal Hovfand, of Fixumcftal 
Objects of the UK, has tested 
- machines up to 2100 and 
noted, that many would 
crash in 2038. “However, it 
won’t, affect' calculations 
themselves,*’ he adds, think- 
ing of, say. long-term finan- 
cial Instruments. 

.. “The IT problem only 
occurs when software is nm*. 
ntng on the date or beyond.” 

By ■ then, -. doomsdates 
should be confined to the 
history books; But .ft .would 
be. wfae to remember haw 
the year 2000 proMfim arose. 
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INTERNET SERVICES by Mark Vernon 


A discerning eye is essential 


Quality of service is the -most important 
factor In selecting an Internet service 
provider for the smaller office 


The hosted Internet 
economy fa set for substan- 
tial growth, bring projected 
. to reach S35bn by 2001.. 

But today, ft takes a dis- 
cerning eye to see the wood 
for the trees when choosing 
which of the proliferating 
Internet Service Providers is 
best suited to provide any- 
thing from basic Internet 
access via a (Sal-up modem 
to a full service of out- 
sourced intranets and extra- 
net. 

It is, perhaps, the small to 
medium-sized businesses 
which have the worst of It. 
Without . the benefit of 
longstanding, evolving rela- 
tionships with large IT 
groups, they can he 
swamped to a sea of offers 
with few criteria upon which 
to decide which ISP can best 
support their needs. 

One UK business, the 
Denby Pottery Company, 
fired investigated what bene- 
fits the Inter net could bring 
through a dial-up ISP 
account. 

This minimal investment 
soon proved that the Inter- 
net was invaluable to tbe IT 
department for technical 
information, to the market- 
ing people for researching 
customers and as a com mu- 
nications tool e-mail. 

But ft also quickly became 
dear that upgrading the sys- 
tem to a tosed line would be 
necessary to roll out the 
advantages across the com- 
pany. 

“We collated details of 
ISPs from the trade press 
and wrote to them with 
details of what we wanted,” 


says Mark Allcock, technol- 
ogy manager. 

“We wanted an e-mail sys- 
tem that integrated with our 
internal system, controlled 
web access for a few. a web 
hosting facility and remote 
dial-up connections for the 
sales team.* 

However, only a few ISPs 
replied with anything more 
than a s tandar d in formation 
pack, which Mr Allcock 
Immediately discarded. 
Some others tried to over- 
sell services. A short-list was 
drawn up from the few 
which talked to Denby about 
what it wanted and submit- 
ted proposals. 

. Exploring the technical 
support these would provide 
was important, as was ensur- 
ing that they would not add 
hidden charges, say. for 
updating web pages. The 
company which designed 
Denby’s web site helped at 
this point with mock out-of- 
hours support calls to the 
candidate ISPs. 

“On these criteria alone, 
we were very quickly able to 
choose just one,” says Mr 
Allcock. That wasPSfneL 

“Tbe important thing is to 
be professional in approach- 
ing ISPs and fhinv carefully 
up front about what you 
actually want,” he adds. 

This point is taken up by 
Nick Gibson, Internet ana- 
lyst at Durlacher, a UK 
research company. “For 
example, if you can survive 
without e-mail for say half 
an hour a day, virtually any 
ISP will do,” he says. 

“But if you need guaran- 
tees of up-time and speed, 



ISP,” says Jack Manthorpe, 
multimedia editor for the 
London club. “But the site 
became popular and their 
rates were too high for the 
bandwidth we needed.” 

Mr Manthorpe assessed a 
number of ISPs in the mar- 
ket place to look for an alter- 
native. These included Vir- 
gin Net. with which tbe 
company already had a rela- 
tionship for certain online 

activities. 

Direct Connection won 
because tbey could offer 
guarantees to match the 
bandwidth demand. The fact 
that their bub is located In 
Telehouse, the main UK 
Internet exchange point. 


Rncflng the best way to gain access to the Internet b not way. 
Adequate support Is vitri tor onBrai bostons 


service level agreements 
become a very important fac- 
tor. 

“A first element in any 
service level agreement will 
be guarantees of the time in 
which technical problems 
are solved. Downtime limits 
on leased lines will also be 
set to protect loss of reve- 
nue. 

A number of the larger 
ISPs now offer compensation 
if a service is off for three 
hours a month or more, 
which represents a 9ft» per 
cent up-time. 

Speed of data transmission 
or latency guarantees may 
also be sought, but these can 
be hard to define or enforce. 

“There are a number of 
complex factors involved in 
Internet performance of 
which no one organisation 
will have control,’' says Mr 
Gibson. “Further, you need 
an auditing process to see 
whether a line goes down or 


is slow, and that can be bard 
to implement,” 

This advice would tend to 
suggest that the larger ISPs 
are a better bet - the 10 per 
cent that actually own net- 
works. "These companies 
have better control over 
what is going on," says Mr 
Gibson. 

“Further, they might be 
able to offer more flexible 
bandwidth and so cope with 
sudden increases In traffic,'' 

However, this is not neces- 
sarily tbe case. The ISP mar- 
ket is relatively immature, 
and general rules might not 
be a good guide to the qual- 
ity an individual company 
will provide. 

For example, contrary to 
the advice to go with a 
larger ISP. Chelsea Football 
Club uses Direct Connection 
to support a very successful 
web site. 

“When the site was 
launched it was with IBM’s 



J 


between the coffee maker 
and the boxes 
of stationery. 




; Bid what if yortenot a large business yet- or ewn a medium 
': sized business? What il the sales department doubles as the 
j marketing department? What if corporate HQ is your desk? 

• And your bedroom back at home seems more like a 24-hour 
i branch office than a place to sleep? 

Well, IBM is making Windows NT servers for growing 
; businesses with aff (heir growth stiff (o come. That means 

i 

i prices you can afford right now: the basic Netfinity 3000 

! 

1 (complete with an Intel’ Pentium ll processor at 350 MHz). 

i 

■ lor example, starts at just £1.199* (ex VAT). Thalk aJIortfebte - 
: but not stripped. Like all Netfinity servers, the Netfinity 3000 
I comes standard wife powerful Lotus Domino and Netfinity 
' Manager Software 

•' This makes it easy and affordable to put your business 

i 

; on the Web, allowing millions of customers around (he world 
i toreach you. So you can grow from a very small business to a 
very large one. As you grow, you'll appreciate the virtues of the 
j system managemenf software that makes it vastly easier to 

• keep your network up, running and generating more business. 

; Of course, the Blue, qualify and reliability of the Netfinity 
) 3000 server is such that a whole bunch of not-so-small 
| businesses will choose this server by the dozens tor things 
\ tike print spoofing and file management. Not the most 
glamorous tasks, but the day-in toy-out, goHo-be-depentobte 
: side of what e-business tools have to da It you'd like lo know 
; more about the fu'l range of IBM Netfinity servers and server 
j options see below. ftuTl find we have Ihe kind of e-business 
! solutions you're looking foe Solutions tor a small planet. 

'. For more information, simply call Natalie Farrell on 
\ 0B7B 601 0137 or visit www.ihm.cnm/pc/ijk/notfinify 
' In Ireland phone 1850 22 00 33. 
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assists performance. 


irl 

Also, the ISP was willing 


n- 

to enter into a financial deal 


or 

with Chelsea, under which 


sy 

each has links to each oth- 

, 

,-n 

er’s web services. 


V 

“There is still a substan- 

, 

rs 

tial amount of money 


ct* 

involved," adds Mr Man- 

i 


thorpe. “Chelsea is not short 


iy 

of cash." 

; 

•o- 

All in all, quality of ser- 

1 

tl- 

vice is the most important 


tl- 

factor in choosing an ISP. 

l 

at 

“Smaller companies are enti- 


j> 

tled to that too,” says Nick 

* 

ut 

Jones an analyst at IT 

» 


research firm Jupiter. 

I 

— 

But some special consider- 
ations apply. “Don’t be 

1 


caught out by a large growth 



of traffic," he says. “Many 

* 


ISPs provide a 'burnable' 

; 


service [to cope with demand 

r 


surges], but they may only 

i 


lay on extra capacity at 
extra cost. 



‘Good relations with the 

f 


ISP are vital so they can 


move with you os you 

: 


develop tbe site. And beware 

- 


of being charged for services 

• 


which are free elsewhere." 

i 
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The IBM Netfinity 3000 series. Affordable servers for Windows NT. 

Model shown: IBM Netfimfy 3000. Intel'’ Pentium* II processor op lo 45DMHi Up lo 3B4MB 
SDRAM ECC memory. Pnces starting at EU99* (ex.VAT). 



e-business tools 
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FT-IT REVIEW 14 THE DIGITAL OFFICE 


MULTIFUNCTION MACHINES by Joia Shillingford 


Versatility is at a premium 
when office space is 



Devices which combine several functions 
in one handy unit are falling in price but 
users must work out what is best for them 


Machines that can copy, 
print, scan or fax are becom- 
ing cheaper. They are ideal- 
for the small or borne office 
because three or four devices 
are compressed into the 
space of one. 

Multifunction devices on 
the market include models 
from Canon, Brother, Hew- 
lett-Packard, Oki, Pitney 
Bowes. Sharp, Toshiba and 
Xerox. Some MFDs are a 
combination of inkjet printer 
and other functions. Others 
are built around laser print- 
ers. 

Prices for a multifunction 
machine with a laser printer, 
office-quality plain paper 
fax. copier and scanner, such 
os the Hewlett-Packard Las- 
erJet 3100, come in at around 
£500. 

Hewlett-Packard is also 
introducing a £380 printer- 
copier-scanner with multilin- 
gual optical character read 
software from Image Recog- 
nition Integrated Systems, a 
Belgian company, that 
increases the accuracy with 
which documents can be 
scanned. 

An inkjet model aimed at 
the small offtce/home office 


mar ket, such as Samsung's 
SmarWet costs just under 
£300including value-added 
tax. This combines a colour 
printer, tax, copier and scan- 
ner. 

Samsung's range also 
includes the SF4500C 
launched last month at 
around £400 - designed to 
cope with the demands of 
the busy small to medium 
office - and the SF6100 
aimed at the corporate mar- 
ket. 

Brother has launched a 
six-in-one multifunction 
machine, the MFC-3550, for 
under £600, offering laser 
faxing, printing, copying, 
plus message m anage ment, 
PC-fimng and scanning. 

Many multifunction 
devices can be used to print 
scanned-in photographs and 
a number can be used as net- 
work printers or local-area 
network faxes. Machines 
such as the 3100 and Sharp 
F-360QM can also be used to 
send foxes directly from the 
PC. 

Anyone wanting to photo- 
copy bound books or reports, 
should look for a model 
which has a flatbed scanner/ 




OFFICE CASE STUDY 

UNDERGROUND MOUNG SERVICES 


A space-saving solution 


For smaller offices: Canon’s new AMtPass C500 machine provides 
full colour printing, colour scanning, copyhg and Mgh speed 
faxing. The price in Britain, exducfing VAT, is £546 



Popular choice among smaller business users: Brother's six-in-one 
colour multifunction machine, the MFC Pro-700C, setts in the UK 
for around £643 


copier, so that it can be 
opened up and the book put 
on top. Models such as these 
are available from Pitney 
Bowes and Hewlett-Packard. 
Otherwise, most multifunc- 
tion machines are designed 
to scan or cop; single sheets 
of A4 (or smaller) inserted 
into a slot. 

One of the biggest advan- 
tages of multifunction 
machines is that, because 
they are designed very much 
with the cons umer and small 
business in mind, they often 
come with better Instruc- 
tions than info rmation tech- 
nology companies’ other 
products. For example, Hew- 
lett-Packard’s LaserJet 3100 
comes with a very clear set 
of instructions. 

By contrast, the same com- 
pany’s dedicated small busi- 
ness LaserJet 6P printer 
does not even include a 
cable, and does not point 
this out until several pages 
into the installation manual. 

Other advantages of MFDs 
include price, size and con- 
venience. They are cheaper 
to buy than three or four 
separate machines. They 
take up for less space. And 
only one purchasing decision 
is needed. 

Samsung believes the mar- 
ket for multifunction devices 
will increase 100 per cent a 


year, with 75 per cent of 
growth expected to come 
from the small office/home 
office market. 

However, MFDs do have 
some drawbacks. Deborah 
Sauer, vice president of mar- 
keting at Pitney Bowes, the 
US-based facsimile company, 
says: “Just because certain 
types of functions have been 
added [to an MFD] doesn’t 
mean they've been imple- 
mented in the best way. You 
have to have a (dear idea of 
your main business applica- 
tion. 

“If you mainly want a 
printer, with added features, 
then certain types of 
machine are good for that If 
you are a heavy fox user, 
MFDs don’t always offer the 
hlgbest modem speeds or the 
higher quality error-correc- 
tion modes.” 

Friedman Wagner-Dobler, 
an IT consultant, also points 
out that “yon will also need 
quite a bit of space on your 
PC for the software that 
comes with the multifunc- 
tional device". 

Multi-function machines 
are excellent for borne users, 
adds Ms Sauer. “But in a 
very busy office you don’t 
want to wait for someone to 
finish an urgent photocopy- 
ing job before you send a 
fox.” 


Underground MoBng Services, 
asmafltiviJ engineering 
company based at Fafitirk in 
central Scotland, recently 
swapped a separate fax, 
printer and copter for a 
multifunction fax. 

Sm Morrison, foe 
company’s director, has a 
dedicated home office which 
he mainly uses out of hours 
because Ins business takes 
him out of the office during 
the day. 

His company, formed in 
September. 1995, speriaBaes 

In installing pipes and cables 
for focal authorities and as a 
sub-contractor. The technique 
used is to bore underground 
rather than dig large holes or 
trenches. Mr Morrison’s office 
used to include a persona! 
conputer Bnked to a mono 
inkjet printer and 


wi de-carriage dot-matrix 
printer, a thermal fox machine 
on a dedicated phone line, a 
personal copier and a phone 
fine with handset and 

answering machine. 

The main BmftatJon of this ' 
arrangement was that 
machines were taking up lots 
of desk area, shelf space aid 
power sockets. Another 
problem was that long, 
detailed faxes often used an. 
entire 'roH of paper, were of • 

poor quatity and had to be 
photocopied before they 
faded. Printing out long 
documents could be stow and 
the company had to keep tots 

of paper flies because ft was 
not able to scan documents 
or drawings into its PC. 

Underground MoBng has 
now installed a multifunction 
machine from Sharp 


Electronics which can fax, . 
print, copy and scan. This is 
located where the inkjet 

printer used to be and. the . 

thermal fax machine has been 
disposed of. 

‘ Thai photocopier la stfli. 

needed tertageror bound 
documents, but^oan oiow.be.;,. 
stored elsewhere by fob house; 

- "Thfcs.bas removed two . . 
large items from the desktop, 
freeing valuable space," says 
Mr Morrison; "fcbng faxes now 
arrive cfearty In a permanent 
form. And even when foe 
paper tray Is exhausted, faxes 
arrive In the-F-SGQQM's 
memory. Moreover, PC 
documents are now printed 
foster and at laser quality.” . 

' Mr Morrison, who has been , 
using tin machine for several 
weeks, says: *1 haven’t found 
any drawbacks yet.” Using the 



meet** ItfepMetirtB scan 
M doounwtti.oa'to the . 
or to arehiw-fo«n on to a Zip 
&xsag$&kpr CD-Ftom. He 
ft consktertrig doing 

' ^««m^ fcxcotaes 
wffo fprte Woriaop, a •' T • 

_ifor- 

tflfog bitmapped 
_ i partnot be ; 
character 
reed scalar* that conforms 
to the Twwieftodwd for " ' 
documents foot can be 
■ acfitacL 

ifodergmund Mofing feels 
Its document production is- 
now as high-tach ae the 
’nqrdtg*' technology h usee <ta 
.boreholes, where 
computerised tracking guides 
■q boring device, or "mote”, ass 
ittraveis underground, 
creating a tunnel to its 
destination, the pipe or cable 
being instated It ft then drawn 
beck through the borehole. 

Thus, whte a neat, 
mufrifunctkxi system saves 

space in the office, so - on 
site - two small boreholes at 
the begfonlng and end of the 
cable run replace large, 
unsightly trenches. 

. Joia Sh'iIKngfbrd 





SETTING UP A WEB SITE by Mark Vernon 


Making the online image 
match the product 


Web site visitors must be persuaded to 
stay, but too many features could put 
them off by wasting their time 


Software Winner 



McLarai is ore of the wtontogest 
teams in FcrmJa One htetory. 

Sira 1986, McLam has wo 
seven ConstrudDr’s World OianpF 
onsftips, rule Dover's Worid Champ- 
onshps and more tten 100 Grands 
PrixNottonjenfitattreMarapo- 
fis 500 wins, fte Lafatans 24 boir 
entrance race and to cuiseaitwe 
CavAm spots carBles. 


West McLaren Mercedes 
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Managing Director. 
Mciaren International 
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*To win consfctendy, you haw 
to haw the best ThaTswhy rete 
teamed cp veto Comptfer ftssno- 
aies,’ says Ron Dennis, Managing 
Dtredur lor iAiaw BtertaanaL 
■Processing or a#ne and race 
data efoatty 3nd hteffgendy is 
crucial ad CA is helping us approach 
it in an enfirely new mwier.' 

IWeratedrotogipetiershp, 
the WkI McLaren Mercedes FcnrUa 
One Tuan and CA are developing an 
hnewtoe new sokrtoiftaf gives the 
racing team’s engineers the 
tofiasiy assess aid a ratpeShe 
Fcrrrute car's performance dati 
Butt around CA’sltobanter- 
1 TN6“, Hie program can monftr the 
| Wero&ry rfeta tod the race car 
Btasmis to the pits wlfte it's racing, 
bwvlfting from throttle response to 
bate pressure to ewnlte G- forces 
evaded on a diver. TNG Ihen 
dftJfos Be daa Brough te award- 
winning 3-0. Red WWd toot#*-. 

‘I row a fawtfte saytog, that Is, 
to come n second is to be the tist 
affoe losers. ’says Ron Demis. 

*W McLaren we're Interested erty 
mwnnmg aid wr^xi to off- 
sets rrfy with saimg compare. 
IMth Cvnguter Assod^esanl 
Mcfaran. wa haw two w*wiq 
corsarteshOTtgaaranongoal 
and corm.i ji a t n erdip.* 


The process of going online 
ran be in» “getting changed 
in a public place,” according 
to one information technol- 
ogy expert. 

“No-one wants to be seen 
sporting purple Y-fronts 
when everyone else Is wear- 
ing Calvin Kleins," says 
Alex Gibbons, a consultant 
in the new media skills divi- 
sion at TMS information 
Solutions of the UK. 

Indeed, who. among even 
the most avid computer 
buffs would have thought 
less than five years ago that 
the humble web page would 
today be capturing large 
amounts of research and 
development, spending, be 
scrutinised by focus groups 
and be declared the coolest 
thing in marketing since the 
cinema ad? 

Yet companies are stiB In 
experimental mode, assess- 
ing the new medium. Some 
say web graphics work, oth- 
ers decry them. Some say 
the web is the new place to 
be, others that it is merely a 
fashion. 

“While there Is a lot to 
consider, establishing the 
right strategy for your web 
presence is not really that 
frightening. The same princi- 
ples can be applied to this as 
with any new marketing 
effort," adds Mr Gibbons. 

Certain basic principles 
can be identified. Content is 
the key, notably in the 
all-important first contact, 
the point at which visitors 
enter the site. They most be 
persuaded to stay. 

Then there is a balance to 


Computer® 
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Software superior by design. 
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'The secret is to 
have on the web 
site what the 
customer will 
expect’ 


be struck between lots of 
eye-catching features and 
none at all. The site should 
not look dull but it also must 
not introduce unnecessary 
delay. Also, the user must be 
able to move around the site, 
although there is much dis- 
cussion about how to assist 
navigation. 

But for many organisa- 
tions, just finding the way to 
an online presence is tricky. 
Lucky companies might find 
the skills to a web enthusi- 
ast already employed on the 
helpdesk. ' 

But for most, the best -and 
easiest way forward is to 
seek outside help In common 
with other forma of corpo- 
rate communication such as 
advertising, this means a 
degree of outsourcing. 

“Web publishing is no dif- 
ferent and in same respects 
more complex,” says Lnca 
Mena to, executive producer 
of Brann Interactive of the 
UK. 

“Unless these companies 
have marketing skills 
in-house, they are best 
served by outsourcing the 
web design and building 
requirements with a special- 
ist company or web interme- 
diaries." 

However, this can be 
risky. “Culture shock” can 
occur when established com- 
panies come into contact 
with zippy web design con- 
sultancies, although many of 
these young start-ups are 


rapidly becoming attuned to 
the sensitivities of corporate 

fnmmiinlrtitinrw - 

AKQA, the UK-based 
media consultancy, is a lead- 
ing example, with a. number 
of international brands on 
its books. Director Ajax 
Ahmed works with the meta- 
phor of DNA to unpick the 
strands of a good web site. 
The backbone of any site is 
based on performance, reli- 
ability and ease of use, but 
more is involved than this. 

His first point is that the 
web site should not be 
regarded as a new medium 
so much as an extension of 
the product 

“The secret is to have on 
the web site what the cus- 
tomer will expect, which is 
not what traditional adver- 
tising would say,” he sug- 
gests. 

Enhancing brand by asso- 
ciation is the classic ploy in 
the advertising world. But 
this approach usually does 
not work online. 

Neither does using the 
web site to present a collec- 
tion of related but confusing 
information. For example, on 
the BMW site, AKQA con- 
structed an approved used 
car directory through which 
customers can find second- 
hand BMWs. 

“We didn't bother with 
things like road traffic infor- 
mation. Customers go to the 
AA [Britain’s Automobile 
Association] for that," says 
Mr A hm ed. 

Similarly, for Orange - the 
UK mobile telephone com- 
pany - the web is a cus- 
tomer services application. 
Users can send text mes- 
sages from its site to mobile 
phones, for example. There 
is little point in companies 
providing what is to effect 
only an online brochure if 
they want repeat users of 
the site. 

The deeper point is that 
web sites must not open up a 
credibility gap between 
themselves and the product. 
Mr Ahmed believes that ven- 
dors of fast moving consum- 
able goods are particularly 
prone to this. 

“They think that they are 
media owners opting for 
teenage content, lifestyle fea- 
tures or acting as a gateway 
to music." he says. 

“But the product is the 
hem. I am not saying that 
you cannot have stuff [which 
is] not about the . product, 
only that it must be credi- 
ble." 

Intuitive navigation of the 
site is vital. Users move 
away If they get lost or can- 
not find what they want. 

“Just because it is the web 
does not mean it has to look 
like a web page. U must 
have a purpose," says Dhar- 
me sh Mistry, a director at 
another UK consultancy, 

Entranet 

The company designed an 
innovative site for the Co-op- 
erative Bank on which no 
service is more than one 
click away. Further, with a 
number of subtle features, 
the interface tries to ensure 
that the user always feels to 
control- 

Advertising is a key com- • 
ponent to many web sites, 
although Forrester Research 
erf the US warns against too 
much Internet advertising. 
The findings of its report, 
media *s Online Challenge, 
suggest a failure on, the part 
of advertisers to attract con- 
sumer attention and estab- 



The screen may catch people's attention, but how relevant is th» 
online message when it comes to making a commercial impact? 


lish an effective advertising 
vehicle. 

“The fact is, consumers 
love online content.” says 
Shelley Morrisette. director 
of quantitative research at 
Forrester. 

“To be effective, online 


media companies and adver- 
tisers need to enhance and 
leverage this content to gain 
consumers* attention . and 
trust." Simply asking for 
personal details in a registra- 
tion form is not subtle 
enough. 
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Online opportunity could prove to be ‘a pot of gold’ 
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Although the home has yet to become a 
networKed zone, companies foresee lucrative 
prospects once the technology becomes cheap 
and widely available • : - 


■ The home is set to become the 

next target for networking tecfe. 

nology. -Research in the US pre- 
dicts 35 per cent annual growth 
in the market for networking 
equipment for home use, and 
Ud communications suppliers are 
keen to exploit a potential 
bonanza in how services. 

' Forrester Research estimates 
annual sales for equipment and 

services for home networks in 
excess of $lbn by 2002. “The 
home is the only place where net- 
works have yet to make an 
impact - but it is only a matter 
of time," says Hyeon Lee, general 
manager of Lucent Technologies’ 
residential networks group. 

"The popularity of the Internet 
together with the desire of suppli- 
ers to bring services to the home 
will help to posh networking 


technology into this new space," 

she continues. 

Certainly, home., ne tw o r ki ng' 
was high on the agenda «t tost, 
month** Comdex conference la 
Las Vegas. A crowded, session on 
the subject heard a off 


muni cations and rrgr q «ii *J T 
tries talk of a science fiction 
future where the boom would 
become an “intelligent" compo- 
nent in the global ne two rk. 

Dan Sweeney, business unit 
m a nag e r at Inters name network- 
ing operation, noted that lower 
prices, and easier b^staflarion 
would posh the technology for- 
ward. “Yon don't need .any new 
wires, it is simple to wfcfarti «t* 1 
the cost to below $280 per PC and 
falling. Early wGcatkms wffl be 
extensions off thePC r- Bke shar- 


PC and uses the domestic power 
supply as the network. 

Today, it operates at 350 kilo- 
bBs per second - but Mr Green 
t hat bin company would 
be able to deliver a two megabit 
per -second version next year and 
aimed to push the speed up to 4 
megabits by 2000, Other suppliers 
-wadring tn the same area include 
jBehehm and foteHon. - 


TBddc**** i*.***, “dustry groupings 

pany spectoltexag. in using the^fjay© BJUBTOSCf 
power . line system *r hbpje nefr r \- 

worfcs, pointed out &s& tisare?. 'Whfie. the design of the US 
went sow lStn homes fan the CS power systemis such that it can 


tag 'a printer or shared Internet 
access." 

’ ' Important' elements such as 
standards and sufficient hand- 
width were quickly falling Into 
place and prospective home users 
had a range of choices fin* their 
home network -“Infrastructure”, 
he added. 

' “YbU can’ extend the e xisting 
Ihx sys tem , we-rfte- 
less or even the AC 


with multiple PCs and this id 
expected to rise to 3Sa by 200Q. 

"Off. to per emit of these we 
.c inr e uti y -networked becemaetna- 
dMloB^wetworiring tedtamlogy St 


be used tor home networking rel- 
attvely easily, European homes 
me Buko likely to bu&d their net- 
wartts around telephone lines or 
wireless systems. Two industry 


too expensi ve and too «rtqp&-. ff wqd sgs set up to promote the 
ealed to tostalLWe aje stating Jo two- technologies have emerged 
l ower toe cost and make it easy tias'yeer - the Home Phonetine 

to db,“ t» Smd. = Wtfamtoig ABfanra fflnmftPWAI 

. Intek^to sells a kit for about far atiephonebased systems and 
160 which plugs Straight into a HomeRF Working Group 


(HRFWGj for wireless. Both aim 
to create network connection 
standards to enable a wide range 
of devices to plug into a home 
network. HomePNA members 
Include IBM, AT&T, Compaq. 
Hewlett Packard and inteL 

HBFWG members include 
Intel, Sony and Matsushita. A 
draft specification for the Sha red 
Wireless Access Protocol (SWAP) 
standard is due to be published 
by the end of 199ft the first 
devices to use the standard are 
expected hi the second half of 
1899. 

Regardless of the underlying 
technology. «B of those involved 
share a single virion - a home 
network that knits together the 
proliferation of digital devices 
now common in every hone. 
This could moan, for example, 
that an individual could tele- 
phone home and turn an the cen- 
tral beating system or the oven. 

At a mure mundane level, early 
applications are expected to 
Inc lwrfo shared printing and stor- 


age or simultaneous access to the 
Internet from two PCs on one 
telephone line. 

Lucent’s ‘residential 
gateway 1 

Ms Let of Lucent, for example, 
says he- group is working on an 
experimental system to provide a 
Teridecdal gateway' to the tele- 

ftww m in l rjtinnt syStfcm. 

“Lucent has a number of pro- 
jects under way - including a 
drip set for the HomePNA stan- 
dard and a wiring system for new 

homes,** said Ms Lee. 

“My group Is looking at a gate- 
way product to enable home 
users to plug into a cable modem 
or an ADSL line for high-speed 
access to the Internet.” 

Asymmetrical digital sub- 
scriber loop (ADSL), which uses 
existing copper wiring, and cable 
both after the greater bandwidth 
needed for the expected increase 
in network traffic to the home. 


Ms Lee says this opens the 
door to a range of applications 
from home monitoring and secu- 
rity to entertainment and com- 
bined voice and data communica- 
tions. More importantly. It offers 
opportunities for telecommunica- 
tions suppliers to create new ser- 
vices for residential users. 

"The home network is a pot of 
gold silting below the surface for 
suppliers," she adds. “They are 
raring to bring more bandwidth 
to the home - through technolo- 
gies like cable or ADSL. This is 
essential for delivering services 
that people will want to use. 

If you draw a parallel with the 
water system, for example, no 
one would think of installing 
plumbing to get a few drops of 
water to the tap. 

“But if you can provide it cm 
demand in large quantities, then 
it starts to make sense. The same 
goes for home networking." 

The digital world and the battle 
for the eyeballs: see page 21 


SOFTWA RE SUPPLIER PROFILE: COREL by Geoffrey Wheelwright 


ima» Vigorous defence for controversial WordPerfect purchase 

v/ MilcP nnvAWanrl haorl rx f PaitJ Cot«r> tftnll ! . .» • : u _» - : . ... r» .. «_ ■ . . 


Mike Cowpland, head of Corel, says consoidation wiH 
significantly reduce research and development costs 
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A lot of people have told 
Mike Cowpland that he 
made a mistake two years 
ago when be negotiated a 
deal for his Ottawa-based 
Corhl Corporation to buy the 
troubled WordPerfect suite 
of word-processing and office 
productivity applications 
from Novell, the network 
software giant. . 

WordPerfect had for some 
time been losing market 
share to Microsoft Office, 
while Corel's own CorelDraw 
graphics software applica- 
tion was one of the few 
mainstream software prod- 
ucts not to run into competi- 
tion with Microsoft. 

Industry observers specu- 
lated publicly about whether 
Corel’s chief executive, was 
wise to enter into direct 
competition with Microsoft 
by buying WordPerfect, and 
whether it would s tal er as a 
result 

Two years later. Dr Cow- 
pland will admit H pd It has 


not been easy ebawptoaing 
both WordPerfect andfOor- 
elDraw. But he steadfastly 
insists that the WordPerfect 
acquisition was not a into- 
take, despite the fact that 
Corel has been on a financial 
rollercoaster, ride for the 
past year. 

In late September, Corel 
reported fiscal 1998 . third 
quarts - results fortfre period 
ended August 31 that seemed 
to bolster Dr Cowpland’s 
claims. Revenues for the 
third quarter of 1996 were 
gTLlm, tip 46 per cent from 
$48£m from the same period 
in 1997, and up 13 per cent 
from revenues of $63m for 
the second quarter of fiscal 
1998. 

Corel’s Comdex . 
announcement . ". 

Last month, at Comdex, 
the IT industry event in Las 
Corel qnvaled 


.verrion of its new office 
suite. WordPerfect Office 
9060 . The product will 
toctede WonlPerfect 9, plus 
a "powerful spreadsheet and 
personal information man- 
ager system. 

Cord's announcement fol- 
lowed the unveiling by 
Microsoft cf its Office 2000’ 
suite. Despite the anticipa- 
tion of new revenues from 
.the upcoming version of 
Word Perfect Office 2000, 
Corel is still losing money. 
And its share price had 
declined from more than $4 
to less than $2 in mid-Octo- 
ber. 

. Still, there are some signs 
of progress. Net loss for the 
third quarter of fiscal 1998 
was $7 3m, or 13 cents a 
shar e,- compared with a net 
loss of $&3m, or 14 cents a 
share, for the second quarter 
of 1998, Part of the less can 
be attributed to moves taken 
by Dr Cowpland to stem the. 
co$ts of WordPerfect devei- 


c pBBpt consolidate it at 
the company's Canadian 
liewlipiifl tots. 

Corel recorded a non-re- 
curring restructuring charge 


Productivity 
software: 
focus 
on Corel 


of $15l9zz2, attributable to the 
consolidation plan, a key ele- 
ment of which was the trans- 
fer of research and develop- 
ment from' Corel's Utah 


engineering centre to facili- 
ties in Ottawa. The company 
says that cuofotette n 
win contribute to a signifi- 
cant reduction in future 
research and development 
expenses and claims that 
future product releases will 
remain on schedule. 

“We feel this is our real 
tumround quarter.’' says Dr 
Cowpland. “These results 
show that the steps we have 
taken during the past three 
quarters are working. 

“We anticipate to return 
the company to profitability 
by our fiscal year-end. We 
believe that our results will 
continue to improve and are 
consequently targeting sus- 
tainable profitability begin- 
ning in the fourth quarter of 
fiscal 1998." 

He rejects the notion that 
he shoold have any regrets 
about buying WordPerfect 

“Although with WordPer- 
fect we have made a few 
mistakes here and there, it 
has definitely not been a 
mistake," he says, suggest- 
ing that the' recent consoh- . 


dation of research and devel- 
opment efforts in Ottawa 
will ftirtber remedy Corel's 
WordPerfect situation. 

Increasing 
market share 

"We now positioned to 
compete in a broad spectrum 
of applications." he adds. 

He also disputes statistics 
that suggest WordPerfect is 
losing ch* battle for market 
share to the office suites sec- 
tor . 

“We are seeing good resil- 
iency in terms of maintain- 
ing and increasing market 
share and we are settling 
into a stride where we can 
co-exist and provide a good 
alternative to Microsoft," 
says Dr Cowpland. “We are a 
good number two with full 
data compatibility with 
Microsoft Office and that 
extra graphics sizzle that 
Corel is known for [in the 
current version of WordPer- 
fect}.” 

' He admits, 'however, that 


it is difficult to ride both the 
CorelDraw and WordPerfect 
horses at once. “It is a man- 
agement challenge having 
two flagships to run. and we 
are pleased that we are now 
moving to consolidate into 
one operation," he adds. 

“Before now, it has been 
difficul t to get as much pro- 
duced as we bad hoped. And 
we will see huge savings - 
as much as SlOm a quarter. 
We needed to make sure that 
the WordPerfect technology 
would move forward in a 
seamless way to keep our 
loyal users.” 

Dr Cowpland also sees a 
lot of Internet-related oppor- 
tunities for Corel. Earlier 
this year the company 
launched a new hardware 
division known as Corel 
Computer, it sells “Internet 
and intranet appliances” 
that ran the Lmux operating 
system. The most recent of 
these is the NefWinder WS, 
a World Wide Web server 
that uses the StrongARM 
RISC processor, comes with 
32Mb of Ram, a 32. Gigabyte 


Dr Cowpland, head at 
Ottawa -based Coral: We can 
co-exist with Microsoft* 

hard drive and sells for S969. 

Corel Computer promises 
that users should be able to 
use this server to quickly set 
up and begin hosting World 
Wide Web pages. 

Other Internet and intra- 
net-related projects include 
Corel's jBridge software, 
which provides a bridge 
between so-called “thin cli- 
ents” corporate networks 
and the Internet and intra- 
net worlds, and a Linux ver- 
sion of WordPerect. 
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As part of Lucent Technologies, 

Inn helping to take communications 

in Europe to new heights’’ 

Jan Neuteboom. Manager. Software Development 





I love the feeling of freedom when I fly. It's like the 
freedom I have at Lucent Technologies to find a better 
communications solution. 


Thats how my team of high-flyers developed a- countrywide 
networked messaging system to service all the Netherlands. 
And its why Lucent solutions - from voice and data networking to 
internet call center applications and wireless - are transforming, 
communications throughout Europe. 


Whatever the future brings will probably come from Lucent- 
Technologies too. After all, over the past 128 years Bell Labs, 
our R&D division, has developed innovations that include 
the transistor, laser and cellular technology, even the . 
communications satellite. And eight of our scientists have been 
awarded the Nobel Prize - a legacy of innovation that continues with 

3 new patents every working day. 


1 1 "V 


. «hum sioje Tor mis record of achievement? 
Consider that I have 15,000 colleagues working at 
Lucent across Europe - and 120,000 worldwide. 
Each of us is aiming to make the breakthrough ; ■ 
that takes communications to a new level. Thats 
why I know Lucent will, change the way you 
communicate. Get ready for fake off! 


iiMMiC Mmotofil— 


TeI:-+44 7000 LUCENT 
+447000 582368 
: - www.lucehtjcdtn 





We make the things that make communications work.™ 
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Cheap consoles ke 
PC competition at 


Despite falling prices of both PCs and 
internet-ready games machines, they are 
still aimed at different audiences 


Dedicated computer gating 
consoles continue to achieve 
huge sales. Sony’s Playsta- 
tion has sold 43m units s»npp 
1994, with the price having 
fallen by two-thirds. 

Sony blazed the trail for 


dominance, but Mr Maguire 
t hink s that hardware is not 
the important issue. It nnw 
was. 

“It’s true that the quality 
of the hardware can always 
be impro ved, but people are 



these educed gaming. 

machines, built around PC software than the hard- 
chip technology, and its lat* ware." 
est financial results show - Tha battle for the games 
jijt^bow successful it has console market Is being 

Computer games generate 

S5.4bn of the corporation’s 
$5lbn turnover. And games 
are tremendously profitable, 
with 22 per cent of Sony’s 
profits now coming from this 
business. Playstations sell in 
phenomenal numbers 
because Sony knows who 
the game players are and 
delivers what they want For 

F<>CUS Ofl 

applied by Sony's two direct the computer 

competitors, Sega and Nin- , . 

tendo. Games console cus- QcUTlGS TnflrKSl' 

tomers have acquired a .. 

down-market image. 

But while teenagers fought out in the develop- 
playing violent games in ment labs of the hundreds of 
their bedrooms are still a games software houses 
major part of the customer manufacturers use to attract 
base, older and more afQu- hardware sales. Since 1994, 
ent games players are with* 2,700 gamps have bean, 
emerging. Sony says the written to run on the Plays-' 
average Playstation owner is tatlon. 
now aged 21. Mr Maguire does not see 

Ray Maguire, Sony's UK Sony as being in the IT 
managing director, says they industry. “We are definitely 
now sell to a generation In the entertainment busi- 
which has grown up with ness. So our competitors 
games consoles. “People aren’t just the other games 
started with the early companies. We compete for 
machines around 1992 and the customer's money with 
have remained loyal to the cinema and other leisure 
games. They’ve made the activities.” 
transition to new products Dick Frauds, UK manage 
and that has helped to raise mg director of Nintendo, 
the average age of our cus- confirms that the market for 
tomers.” the N64 console has 

Sega’s new machine, the changed. “ Tha video gampa 
Dreamcast, Is waiting In the mar ket has been around for 
wings to challenge Sony’s 10 years or more. It used to 


fought out in the develop- 
ment labs of the hundreds of 
games software houses that 
manufacturers use to attract 
hardware sales. Since 1994, 
same 2,700 games have been 
written to run on the Plays-' 
tatlon. 

Mr Maguire does not see 
Sony as being in the IT 
industry. “We are definitely 
in the entertainment busi- 
ness. So our competitors 
aren’t just the other games 
companies. We compete for 
the customer's money with 
the Hwmii and other leisure 
activities." • 

Dick Francis, UK manag- 
ing director of Nintendo, 
confirms tbqt the market for 
the N64 console has 
changed. “The video gampa 
market has been around for 
10 years or more. It used to 


be a fight between Sega and 
: Sony for the attention of 
. games, addicts aged between 
ei ght and 15 playing in their 
bedrooms.” 

T jranfhpd in Marrii 1997, 
the N64 has followed Sony 
with a' rapid decline in price. 
And the games addicts have 
grown up. “We now sell to a 
much older group of players, 
25 and 80 year Olds," says Mr 
Francis. ■ 

Nintendo sold 700,000 
machines in the UK in 1997 
and expects to shift a similar 
number In 1998. Market 
growth appears when soft- 
ware aqtefr, the games that 

provoke hardware sales,- are 
studied. In 1997 L&m games 
were sold for the N64 in 
Britain, but this year that 
figure should rise to more 

than gm 

Nintendo also sells the 
smaller Gameboy machine. 
Over the last decade, 65m of 
these have been sold world- 
wide, and although a visibly 
different product from the 
larger games consoles, it still 
accounts for spending in the 
youth leisure market, poten- 
tially undermining, the 
attraction of other machines. 

The shift in consumer 
emphasis from hardware 

p l at for m* to thft gttmnc tVint 

run col them is a huge factor 
in Sega's planning for the 
Dreamcast : 

• This is its mwrt generation 
machine. Dreamcast carries 
with' ftr Sega's hopes of 
returning to the games con- 
sole fray and nnffPfmintng 
Sony and Nintendo, which 
have eclipsed it. in recent 
years. 

Dreamcast was rah pri nted 
to be launche d in Japan late 
last month with a European 
and US debut in late 1999. 
The $4bn Sega company sees 
half its revenues flowing 
from computer games on 
consoles and in gaming 
arcades and thinks Dream- 
cast can take the market by 
storm. 

But its success will depend 


on the more than 300 gnmaa 
software bouses which have 
been commissioned to devise 
games to appeal’ to various 
audiences. 

Dreamcast will boast a 
graphics capability three 
times that of a PC powered 
by a Pentium It processor - 
with a built-in. modem that 
provides access to email, the 
internet and' gainin g 

services. 

So does that mean the 
games console Is positioning 
itself to challenge the porta- 
ble or desktop PC? 

Packard Bell NEC sells 
PCs optimised for graphics, 
and hence attractive to game 
Sander Siezen, 
the company’s UK product 
marketing coordinator, 
says 44 per cent of home 
computers are used primar- 
ily for games: Packard Bell's 
customers tend to buy a PC 
for prinrorinn al or personal 
finance purposes and then 
find games the prime attrac- 
tion. 

But even with PC prices 
foiling sharply, Packard Bell 
does not anticipate coming 



Computer games players try out their keyboard sfctts at ’aboot 'n surf tn London’s Oxford Stmt Most screen games addicts are young 
man, but tha Industry wants to tap a broader age range of more affluent Bk p i 


into direct competition with 
Sony. The games console 
will remain the one comput- 
ing device with its process- 
ing power focused squarely 
on the products of software 
houses that understand the 
gaming enthusiast. 

GT Interactive underlines 
the message that In this 
huge business, the PC and 


the games console remain 
for apart GT Interactive is a 
Nasdaq-listed games com- 
pany with 1.400 employees, 
dedicated to producing 
games for the Playstation. 
N64 and the PC. 

“There is a real divide 
between consoles and the 
PC, “ says a spokesman. "The 
personal computer is a more 


expensive market for the 
consumer and the specifica- 
tion of a PC changes a lot 
whereas the console technol- 
ogy stays stable lor a few 
years." 

As n game con take two 
years to develop, this means 
that if Sony keeps the Plays- 
tation design stable fur six 
or more years, that allows 


STOC K MARKE T SIMULATION GAME 

Big time deals for 
would-be traders 


Wafl Stmt Trader 99 tan tha Ranch 
software houn Manta Crista, allows 
game players to experience the 
test-pared world of kaanvUonal 
finance, using 7D recognised stocks 
and 16 economic hdcatora. 

The game's stotyfoe la that the 
global market b cnantdng. As tdttons 
of doOara flow back and forth across 
tha earth, nations stand on the brink 
of ntii. Lord Ffemfog, an emteent but 
sfimy financial wham. Is canting on 
you, the player, to tiabUbe file 
situation. Your objeeflves: efirntnate 
IrnisponsttJle speculates, make 
mountains of cash, aid one day take 


over tte Ranting empire. 

Using dear end canctaa graphics, 
thl» aducaflw and ent ertaining PC 
CD- Ran game has been nominated 
terEuroprtx, b prize created by the 
European Commission to recognise 
Innovative muitlmeda products. 

To spire up this adtat businasg 
game, (UK price: £39.99), Manta 
Crista has added 35 minutes of 
price-senefBve video, web stta and 
radio news efips to help 
wheeler-dealer players make their 
financial decisions. Players can 
consult share-price graphs In 
authoritative newspapers such as the 






Hmicsai Drive and the Wag Street 
TermtoaL Unexpected news 'events' <n 
the game include e Motel takeover, od 
spite, soaring inflation and 
unemployment figures, crises In Asm 
and the Gulf and even Saddam 




Hussein entering peace talks in the 
Mode East Most financial orders are 
made by fragging and dropping items 
an the dealer screen. The storyline 
Includes insidet deefing and spying on 
rivals, providing you mih multiple 


the software house time to 
write several successful 
titles. 

With 20 per cent of Plays- 
tation owners In the UK also 
said to haw bought an N64, 
the low pnee of con solos 
continues to keep them dis- 
tant from the PC sector, no 
matter how cheap the latest 
borne PCs look. 


scenarios and ruthless enemies. 

VtaS Street Trader 89, the tetanoid 
of former Paribas trader Jean Marc 
De Fety. has an Intern at gaming 
capacity, enabling you to play against 
four players m real lime. 

Despite the stack market game's 
authentic appeal, some playere find 
the game's 30-page manual 
somewhat tffficult to follow. 

□ System rBqutremanta: Pentium 
75. 16Mb Ram. 30Mb hard dtek 
space, quad- speed CD-Rom frtva; 
SVGA grapfua card (1Mb): 
Soundbtester or 100 per cant 
compatible soundcard: Windows 95/ 
9B/NT4.0 (servkGB pack 3). 

3 Mae details horn Phnacfe 
Software hi the UK on 01322 665 652 
or via the web site: 
wvw.mantecTkatwnufO.com. 


Michael Wiltshire 


GAMES SOFTWARE by Michael Dempsey 


ns 


Developers seek a far wider audience 


Finding a new family-friendly market for 
non-violent computer games is the main 
challenge for games producers 


When Sega launches its new 
Dreamcast games console tn 
Europe and the US next 
year, users will be able to 
enter the world of Bed Dog. 

Sega turned to Argonaut, a 
British software bouse, to 
devise this game involving 
the violent adventures of an 
armoured vehicle. Jez San, 
Argonaut's founder and 
managing director, claims, 
his company Is the first to be. 
commissioned . to develop 
software for Dreamcast 

UK companies have an 
enormous influence In the 
games software industry. 
Programmers are frantically 
devising the games that will 


occupy computer screens at 
the start of the next century. 

Unlike the conventional' 
Industry of commercial soft- 
ware, g ames software houses 
are not clustered around the 
Thames Valley to tha west of 
London. : 

- Computer games writers 
are scattered throughout- the 
country in but hi g hl y 
profitable organisations that 
work at an intense pace tn a 
highly com petiti ve industry. 
Secrecy Is a common charac- 
teristic, with companies 
extremely reluctant to reveal 
details of their next big pirodr 
net 

At its north Lond on base,' 



IWota'sotaetronfc viwkm. of llw classic games w* ' \ 

Tivola’s new interactive 
games in three languages v 


Tlvola Veriag, fos 
award-winning Berfin-basea 
multimedte publisher which 

has licensed its CD-Rom 
series for children in 15 
countries, is launching its ^ 
"Groat Gomes Compendium 
and other new titles In Britain, 


and fltustratibn, Tlvola 
produces a wide range ot 
CD-Roms and Interactive 
"play stories", intended for 
children and adult players. 

The interactive Games 
Compendium (UK prices . 

£12.99), is intended for 
.playere “as young as four to 


102", says the company .-. 
which produces a series 
called 'Play and Loam’, In 
English, Ranch and.German, 

and The World Around Us*. 

for younger cb&frea Detafled 

water-colour pictures , - 
encoisage observation swi®, 
as well as helping chHrtwi 
with counting and reading. 
Players of tbe‘“Mak" senes 
(£19.99) can choose which 
language they want to play In 
at foe beginning offoe game. 

Per more intonation, 
contact Th/ota on +44 {CfrlBI 
741 0011. or e-mail: 
rnafl0throtaco.uk 


Argonaut's 10 teams of pro- 
grammers generate £5m 
($&3m) of business 'a year. 
Bach game takes between 18 
months and- two years to 
produce. 

lift San’s own career Illus- 
trate® why the UK la a fertile 
ground for these activities. 
He founded Argonaut as a 
schoolboy, following bis first 
experience at programming 
at the age of 12, then the 
proud owner of a simple 
Tandy computer. 

It was the enthusiasm of 
the British for the first wave 
of home -computers, such as 
Clive Sinclair's ZXBl and the 
BBC Micro from Acorn that 
sowed the seeds of the 
games software Industry. 

“You could say that the 
computer games culture 
started In the UK with the 
Acorn and Sinclair 
machines,” ex plains Mr Bari, 
20 years on. These machines 
did not come with a games 
package. But they did allow 
users to write their own 
haste programs. 

The challenge of devising 
computer games and the 
ability to create them on 
cheap and ■ simple products 
inspired Mr San's genera- 
tion. Today bis company Is 
staffed with programmers 
who are motivated as much 
by personal enthusiasm as 
business drive. “The people 
who work hare are typical 
games players,” he says. 

One of Argonaut's success 
stories is Croc, a game chart- 
ing the adventures of a cute 


crocodile with human char- 
acteristics. This goes against 
the familiar trend of 
extremely violent games 
aimed at a market of young 

Mr San is convinced the 
games industry could do 
more to break out of this 
lucrative but narrow market 
sector. 

'The industry is not trying 

If games find a 
market of more 
affluent buyers, 
there will be no 
shortage of new 
themes 


hard enough to get away 
from violent games. It's true 
that the market is 00 per 
cent young men, but not 
much effort goes into 
expanding that market,” he 


“We learnt a lot freon 
games console maker Nin- 
tendo. which specialises in 
targeting a family audience.” 

“The weather is In my 
favour," says Mr San. “This 
isn’t the west coast of the 
US, where you can surf in 
your lunchtime. We British 
favour a lot of Indoor activi- 
ties and. there are for more 
magazines dedicated to the 
games industry than in 


other countries." 

The marketing muscle of 
Sony, the games console 
giant, helps the survival of 
companies like Argonaut, 
through shrewd moves like 
putting Playstations into 
such trendy London dance 
clubs as the Ministry of 
Sound. 

“Linking the Playstation 
to club culture and contem- 
porary music made it hip to 
play games," he adds. 

While the rise of new 
musical trends helped com- 
puter games retain a fresh 
flavour, the association 
between games and block- 
buster movies has kept up 
the mass attraction of the 
software that sells machines 
such as the Playstation. 

Though based far from 
California, Argonaut's for- 
tunes reflect the activities of 
Hollywood studios. It has 
produced a game linked to 
the Alien series. “But we 
can't produce a game as 
quickly as Hollywood can 
make a film because we 
can't throw more and more 
people at the production pro- 
cess," says Mr San. 

Another person who 
became hooked by the com- 
puter games industry is 
Peter Molyneux. After sell- 
ing his first UK games com- 
pany, Bullfrog, for more 
than 240m he went back into 
business with Lionhead in 
1997 and la now developing 
software for Sega's Dream- 
cast. 

“I had an Acorn Atom and 


started writing games in 
1979. Machines like this were 
the foundation of the games 
industry and created a hand- 
wagon to leap on." 

Mr Molyneux agrees that 
the games Industry needs to 
move on from its core cus- 
tomer base of young males. 
“The industry is trying to 
create a mass market in 
terms of age ranges and 
areas of the population," he 
says. 

The trail blazed by Sony's 
Playstation is promoting all 
games beyond the tradi- 
tional market, leaving the 
likes of Molyneux in awe of 
the Sony marketing 
machine. “Last year, I went 
skiing in Val dTsfire. Every 
ski slope had a billboard 
advertising the Playstation," . 
he recalls. 1 

If games do find a market i 
of more affluent consum- 
ers, there should be no short- 
age of new themes. Eidos. ; 
the UK games software 
house, sold 8m copies of the 
Tomb Raider series, generat- 
ing £137m and inspiring 
more ambitious young pro- 
grammers. 

The Scottish Gaines Alli- 
ance, sponsored Games 
Developer UK *98 with eco- 
nomic development agency 
Scottish Enterprise, launch- 
ing this competition for new 
games in March. It received 
600 entries from amateur 
games enthusiasts who are 
keeping alive the British 
love of game-writing from 
their homes. 
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Now you can do away with tha millennium 
bug problem effectively with Satyam's 
comprehensive Y2K solutions - SOS 2000 
and Y2K Testing Services. 

a SOS 2000 - An ITAA * 2000 Certified 
methodology ♦ A complete phase-wise 
approach ♦ SmartChange Factory - 
Customization of specific modules 
♦ Multiple platforms - IBM Mainframe, 
AS/400. Honeywell Bull. HP, DEC-VAX. 
UNIX 

a Y2K Testing Services - Comprehensive 
solution • Modules: • Assessment 
9 Planning m Application Testing 
9 Implementation 

Ban the Y2K bug. The permanent solution 
is near at hand. 

Satyam la one of the fastest growing IT 
solutions providers In India, with a com 
strength of over 4000 professionals who devise 
cutting edge solutions from tha six 
development centers in tntfia and two in the US. 
Satyam services a varied clientele including 
100 multinational and Fortune 500 companies, 
which complements the Company's business 
philosophy of providing cost effective, quality 
solutions to clients worldwide. 



Music Choloa, for Edropean.&rternet music service accessed by cable networks - slows Internet surfers to 
dHforetfr music channels, uointnmjpted by adverts or DJ chat, write they browse the world wide web 


Satyam 

..our people make the difference.. 

Satyam Computer Services Ltd. 
Shankar S. 223. Lynton Road. Harrow 
Middlesex, HA2 BNH, England 
Ph:+44 10) 181-86B-8184 
Fax: +44 (0) 181*866-7132 
e-mail: shankar ©shankars.demon.cauk 
Websrte:httpVAvwwjsatyam.CQm 


Satan to a choice of four 
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•Quest 


Year2000 Analysis / Conversion for ALL 
platforms / Languages Year2G0Q Auditing 
Euro Conversion Bespoke Development 
Program Language Conversion 
Maintenance Onsite / Offsite / Offshore 
Low Cost - Fast Turnaround ISO 9001 
Quality C'Quest International Ltd is a UK 
based, World-wide, leading provider of 
automated toolsets and services 
addressing the Y2k and euro problems, 
and general (T services for aii industries. 
Please calf or email us to receive further 
information on the above offerings. 

Contact John Breda 
Tel/Fax: 01344-875106 
Email: cquest@dial.pipex.com 
Web: cquest2000.com 


International Trade Consultants 
BflCL offers a comprehensive range of service to 
OTxto^bu5msinihe^^eco«}mymCto^ 

• Re-engineering your company 
•Arranging international Joint ventures/ 

• Partnerships with major international diems 

• Access to international i.T. markets 
« A vast range of diem semiconductor; 
software and services. Including offshore 
software development, re-engineering and a 
range of International banking, manufacturing, 
Y2K, Multi-media and Data warehousing 
product and expertise. 

Pleon contact: - 
Hr Chris RMc, Director - BRGL 
795 Harrow Road, Wembley; Lawiao, HAQ 2UL 

Teh + 44 ( 0 ) 181 ¥04 4464 
Fax: +44 (0) 181 904 6353 
aakbrdSadfttJii 
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TO ORDER YD U R COPY 
DF PLAN ZOUU OR FOR 
FURTHER INFORMATION 


FrcePhone: 08009232020 
FreeFuc 08009232021 
Email: salKecouneware.co.uk 


Visit our weh site at 
www.plan2000.c0.uk 
for more information. 
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Kommunicate 


Communications Software 


Kommenkete limited offer expert adrlcr and 
client support in the field of unified 
messaging. Tyrant premier suppliers ef 
lending edge software solutions that enable 
effeetke business communications from the 
desktop. The cmfuay supplies and supports 
MgbtFAX, the LAN fax solution and CaltXpress. 
a unified messaging sol at Ion that links the 
telephone system to the computer network. 


for a stronger, \ 


For Information on the products, sendees, 
training and consultancy that Sommunkate '. 
con fitwide call the Marketing Department on 


01962 835023 


itnvmkommunicate. co. uk 


Glotd IT Search S Selection 

The Quadrangle 

180 WcRdour Street 

London W1V4AE 

Teh 444 (0)171 734 1012 

Canx»ign: 444 (0) 148 389 0202 


in 


Please visit httpJ/www. 



globalresourang.com j| 


D jbavrarkLonB 


0345 080011 


and imp rov e margins whti JBA @dhlt 
enterprise software, lb find out more, . 
please contact JBA for yaw personal copy of 
The Active Enterprise - a manager's guide' 
quoting reference; FT/I2*». 


We are committed to offering 
rr Professionals a service based on urgency, 
efficiency aid attention to detail. 

Call Batman Farad. Group Manager; 
(fired on +44 (0} 171 478 1383. 


brfo@fbaworM.com 


0345 080012 


JBA 



high qualify 
low cost 

software development 
on-shore, orf-sficre 
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Tel: 01709 787 787 rf 

Fax: 01709 787 788 f, 0 Q^yjre 

E-Mail: SeanH@Sanderson-cbtco.uk O ^ - 

Sanderson is the UK's premier supplier of IT services and software with 
17 offices in the United Kingdom, Ireland and operations in Australia, 
USA, New Zealand and East Asia. Sanderson has developed and owns 
an extensive portfolio of software packages for a wide range of 
industries and applications including: 

Manufacturing Local Government Logistic* and Distribution 

Processing Industry Schools & Colleges Hotels 

Direct Marketing & Mail Order Fleet Management Solicitors 

Finance and Distribution Airports Billing and Customer Services 

Printing Industry Financial Management Insurance 

Media Industry . Healthcare . Police & Security ' 
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Global 


Cre£t Management & Collections Multimedia & CUT Training 


Logistics and Distribution 

Hotels 

Solicitors 

Biding and Customer Services 
Insurance 
. Police S Security ’ 

Document image Processing 


!ii: 12C; 

:44' "E.": -l.'.ilt 


Geographical Coverage: International 
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Take this opportunity NOW!\ 




St&Ban tar Uutd da g k J om ut iou ftsoacw n 


S== c INVITE TOD TO A FREE SEMIN/i 
WHERE YOD WILL BEAK ABOUT: 


You’ve heard about EURO 


+ You know you have to do something 
^You’ve been to seminars that talk 
about deadlines! 


♦ Real World EURO Experience 
+ Possible IT. Approaches 


NGLESEY ; 

iNTERNATIONAL* 

111® Design- Development 
Site Uj^rades 


| Intranet 
Networks 


Dm THEY ANSWER ALL 
YOUR QUESTIONS? 


Am see how to: 

+ Assess IT Impact 

♦ Extract Relevant Business Rides 

♦ Re -engineer Systems 


Providers of Web 
to Hasting Sites 


♦ What are my options? 

♦ What are the posable approaches? 

♦ Bow do I assess IT impaci quickly? 


CaS Lynne Best to register -places are 
Bunted so don't delay 

London - Heathrow— December 8th 1998 


IT Security, EMU fflf ini 

and Y2K Solutions 

Project & Programme Management 


Tel: 0U8 950 5505 • Pax: 0118 950 5507 
e-uunL Ibest@seecxo.uk 


Anglesey International Limited 
Suite 2JJ. 2 Lsmsdnwnc Row. London WIX SHL - UK' 
Tel: (44) 817! 543 7721 F»\: (44) 0171 443 4935 

E-Mail: Salesw .\ngtee>-intmutioiiaL«mi 
TWk www-XngjwCT-inhni»rioRaU<Hn 
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Solutions for 
Internet; Intranet 
and CD-ROM 
Publishing 


Simulation software solutions for industry 


Throughout your entire product or process life cycle, Prosolvia helps you 
cut lead-times and costs and develop a crucial competitive edge. 


Knowledge View Limited has been building 
successful large scale Internet information 
systems for some years. We can help with: 




Your information systems strategy Build 
your dynamic corporate information centre 
- Provide database publishing systems for 
Internet, paper and CD-ROM -Publish the 
contents of your corporate databases for 
secure CD-ROM searching Multi-Lingual 
solutions ‘ Custom software development 


Y 


J i) ’ 


- ***• 


Teh 01 81 3999734 

emaihsu pporttfknowled8evlewxo.uk 
Web site: www.knbwledgeview.co.uk 


0 


Prd::i!lvi.i !H?aJ oificci CaftJa»ii-.vn l. S-412 50 Cutfienbiirr* Sv.wh.-n 
Phony: f-JG 31 703 52 00. Fjt +46 51 703 52 30. w#w. vrfJWKij.se- E-mail-. :xp.ir.to‘X'|iro*clvi.v.c 


Millennium Auditing 

FOR BUILDING SERVICES 


Satchwell have developed a unique programme for auditing your building control 
systems, assessing risks and managing Year 2000 Compliance. You can select 
from a flexible five point plan to take you up to the Millennium and beyond, 
giving you peace of mind that your systems and plant will not let you down. 

In addition let us show you how to make energy savings pay for major building 
system upgrades. Satchwell have fine-tuned the Performance Contracting process 
that helps facility managers get the building systems they need with no increased 
capital outlay. Following a seven step plan we can address your specific 
performance contracting opportunities in a process designed for your 
organisation. 

Contact Paul Webb or Phil Bolus via our 24hr. telephone service: 


Touchscreen EPOS 


0870 606 2800 

SatchweUjdG^ 

Satchwell Control Systems Limited, 

Famham Road. Slough. Berks SL1 4UH ' 


Within the past year we have supplied 
touchscreen EPoS or Stock Control 
systems for hospitality,, leisure and. ratal 
clients in over 000 sites in the U.K, 
Canada. Brazil, Germany, Spain, Poland 
and Japan. 

For peace of mind, both now and beyond 
2000, contact-. Stephen Mansfield 
• * - Managing Director 

Vaimara Costpjtar Systems 
■ 249, Upper Third Street, . 

■ Witan Goto West 

Milton Keynes, MK9 IDS 
*44 (0) 1908 350550 
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The Solution Point for your IT requirements 

To advertise call Toby Me Ara on +44 (0) 1 71 306 0300 
e-mail: tmcara@mongooseltd.co.uk 
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SOFTWARE CEN T RE by M ichael Dempsey . .. 

Bullet-proof approach 

to complex projects 

- 


After the success of an imernational 
software venture, the Manila government 
is hoping other projects will follow and 
help the country develop its IT profile 


The IT Industry is plagued 
by projects that run out of 
control, breaking budgets 
and deadlines. The entire 
computer sector is being 
held responsible for the 

looming threat of the mUlen- 
nium “bomb**. 

Technology consistently 
fails to match the promises 
that are made for ft. So when 
a respected consultancy 
makes the bold claim to 
have left these handicaps 
behind, it is worth investiga- 
ting. 

The claim is aD the more 
unusual for being triad* m a 
15th floor conference room 
boasting panoramic views of 
the Manila Bay area. 



WJHtafn PadoOna, head of the 
Philippines IT coundfc 'exploring 
[f zone possUBBes* 


James Martin & Co. an 
international IT consul- 
tancy, has put $5m and some 
200 local staff into a Global 
Development Centre based 
in the Philippines. The cen- 
tre's executive director, 
Vivian Miners, says it will 
handle IT projects in a way 
that makes them “bullet- 
proof”. 

Marife Zamora, the GDCs 
managing director and a vet- 
eran of 18 years with IBM in. 
the region, believes that the 
people JM & Co has 
recruited to develop software 
in Manna are “even better" 
than her erstwhile col- 
leagues at IBM. But how can 
either of them prove the bold 
promises made for the GDC? 

Each PC at the GDC has 
830,000 worth of software 
tools loaded on to it. But 
investment in computer pro- 
grams alone cannot account 
for the confidence that JM & 
Co displays in chasing diffi- 
cult contracts. 

Bullet-proofing software 
projects Is outlined thus by . 
Mr Miners: “We test and 
replay the tests. We only 
pass an application as OK If 
parallel tests confirm that it 
will work." Small teams of 
programmers address differ- 
ent aspects of the problem. 

Pulling Octopus, the 
world’s largest contactless 
smartcard project, back from 
the brink in Hong Kong pro- 
vided JM & Co with a huge 
coup in the Asia-Pacific 


region. Other projects have 
followed swiftly. . 

The Social Security Sys- 
tem was a $T Im project for 
the Philippine government 
that used the principle of 
reusable chunks of code and 
rigorous prototyping to 
move from starting the prctf- 



Software 
development: 
focus on the 
Philippines 


ect to deploying the system 
indiig three months. 

The issue at the core of 
the project is the Philippine 
system of social security 
clearance, providing a hairi- 
ness permit to employers 
and the self-employed. The 
initial TOO sites will expand 
to 1.600 municipalities scat- 
tered aerdss the Islands of 
the Philippines. 

JM & Co Integrated point 
of service terminals, familiar 
from the retail world. An 
Oracle database holds the 
central store of data. 

Prior to the system's 
implementation, a permit 


CASE STUDY: James Martin & Co 


Getting to grips with Octopus 

As the deadline for Hong Kong’s handover neared, speed was vital for a smartcard project 


Time was running out when a 
team from James Martin & 

Co, the FT consultancy, 
evaluated the case for taking 
on a new contract The 
potential busines s had come 
up at very short notice, writes' 
Michaei Dempsey. , - 
Hong Kong’s transport ‘ 
authorities had commissioned 
a new cashless and 
contactless payment and 


1 ticketing system based on 
smartcards bearing computer - 
chips iMto ymys prMnusly- - 
Radio transmitters would 
subtract value from the card .. 
from a distance of up to 10 
centimetres so that rush-hour 
.commuters would not heed to 
remove toe card from their 
wallet or bag. . - - 

: .Sony designed the card.; 
wfih a communications 


component on the chip that 
exchanges i n form ati on, with 
each Joca&racfrp network 
embedded in the station 


The project and the cards 
became known a& Octopus. 
The first software contractor 
on the project, Unisys, had 
withdrawn and, with the 
I poTitteafty charged deadfine of 
July, 1997, for the handover 


of Hong Kong to BeTpng, the 
transport companies had to 
re commission the project. 

Creative Star, the 
consortium of Hong Kong 
transport companies and 
ERG, an Australian electronics 
group specialising in fare 
co lection were already heavily 
committed to Octopus. The 
hardware for ticket gates had 
. Continued on next page 






Nothing should come between you 
and your mission-critical information. 


Prom accounts through to stock control artf on the road with sate, 
different users need to access mbsion-crrti^il data in a way thai suis . 
them to maximise productivity Yet wahmany le&cy s>st-ms this can 
be difficult to prowde. 

With SO many differing user requaementi ihe challense roefay is nor 

|USI in f™*S *c« tolhthosthinn 

the neht ir.fam.non to the right people m the njfnf 
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access for customers or. m feet, any poim in between, we can derw* 

Best or all your current vestment in lepcy systems needni be affected 

For more infant on our 

agement. visit wwW^tractimxre.co.uk or cri us oaOl IS 989 0390. 
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could take weeks to. issue. 
Already, business permits 
are being renewed online 
well within the five-day tar- 
get period, and often within 
seconds. ... 

Networks are the basisof 
James Martin’s philosophy 
of the Cybercorp- This is his 
vision of the flexible com- 
mercial operation that can 
adgpt and thrive in a volatile 
global economy. 

The theory of the GDC is 
that ft will take over the 
reins from JM & Co 
operations in other regions 
as time tones send one set of 
programmers home for the 

night 

This proved critical for the 
Octopus time-frame. “The 
cycle could start in Europe, 
move, to North America as 
the day ends and on to the 
GDC," says Ms Zamora. 

. 1310 Manila office saw rev- 
enues grow by 62 per cent to 
$30m in 1997. Since 1993, the 
Manila operation has won 
software development pro- 
jects acmes Aria. 

The Philippine govern- 
ment has clearly bent over 
backwards to assist the 
GDC, offering what Patrick 
Litre, regional director, 
describes as “real, focused 
help to develop a business”. 

This has involved mouth- 
watering tax breaks, with 
JM & Co enjoying what Is 
effectively an eight-year tax 
holiday. But the presence of 
Department of Science and 
Tech nology Secretary Dr 
w iiiiam padolina. chairman 
of the Philippines National 
IT Council, at the GDC 
Jaunch undprHnps the politi- 
cal significance of IT for 


e-Vantage - 
evolving the way 
you manage 
host access . 




dr. Jim Martin 


7. n. -. - 


Web-co-host - Desktop management 


• Terminal emulation 3 ; 


=Aitachmate. 

The Ad\‘aMoxe of Information 


James Martin frigid} and Vivian Mnare, the man spearheading 
guu status, Mr Martin sta enoys writing and teetering and *!W 


Manila. “We are exploring 
the possibilities for an IT 
zone in the Philippines,’* Dr 
Padolina said, clearly hoping 
that the GDC would spur 
other companies to recruit 
locally. 

His department has 
already held talks with SAP, 
the German software giant, 
an a potential expansion of 
its interests in the Philip- 



Marife Zamora, managing 
(ftractbr of the Global 
Development Centre 


pines. Dr Padolina regards 
the network-centred view of 
computing as complemen- 
tary to the efforts of develop- 
ing economies to attract 
high-tech investment and 
jobs. 

If networking and use of 
the Internet continue to 
grow, nations like the Philip- 
pines stand to benefit from 
the irrelevance of geographi- 
cal location. 

“It has always been the 
position of the department 
that IT literacy is the Philip- 
pines’ best riiance of being 
competitive in the world 
market,” says the minis ter. 

In line with this aim. a 
Philippine government Inter 
net project. RP Web, should 
link all state offices by 2000. 

Dr Padolina notes that the 
Philippines is turning out 
15.000 new IT graduates 
every year. When conversa- 
tion turns to Malaysia's 
much-vaunted Cyberjaya. 
the multimedia corridor 
planned for the outskirts of 
Kuala Lumpur, he is quick 
to point out the contribution 
of Philippine brains. 

■They are using our people 
for the Cyberjaya," he 


the ManBa venture, to bm with Ms 
flfcbw about our work* 


declares. “Steven Spielberg 
also has Filipino computer 
programmers working on 
graphics and animation at 
bis studios. IT has become a 
source of national pride in 
Aria, and the Philippines 
feels it is time to claim 
credit for its achievements.” 

The fact that JM & Co 
staff come to Manila from 
the UK for training moves 
that the vision of an interna- 
tional. networked software 
house indifferent to geo- 
graphical location is a real- 
ity. 

Visiting the GDC still 
means negotiating Manila's 
formidable traffic conges- 
tion. And the view from the 
15th floor of the office block 
in the capital's Makati City 
business district reveals n 
chaotic and sprawling city. 

Perhaps the location sug- 
gests that JM & Co is not 
shy of more challenges after 
rescuing the Octopus card. 
And Mr Miners notes that 
the site of the GDC embraces 
the ancient oriental view of 
space and energy now enjoy- 
ing vogue in the West and 
known as feng shui. The 
offices “face a lucky star”. 


INTERVIEW: James Martin, entrepreneur and IT guru 

Success story leaves 
just one regret 


Mention* of the year 2000 problem 
provokes an emotional reaction from the 
man Who has written more than 100 
books on IT, reports Michael Dempsey 


James Martin is one of the 
IT industry’s personal suc- 
cess stories. 

Nineteen years with IBM, 
two incarnations running 
his own companies and the 
publication of 101 books on 
technology-related issues 
have left him with a world- 
wide reputation and a per- 
sonal fortune reputed to be 
in the region of JlOOm. 

His views on the way com- 
puter technology should be 
harnessed have always been 
strong. As the brains behind 
the rr philosophy of Com- 
puter Aided Software Engi- 
neering (Case), Mr Martin 
reminded the IT community 
about the need to apply 
methodologies and struc- 
tures to a business that has 
since become notorious for 
breaking deadlines and run- 
ning over cost 

His first company, James 
Martin Associates, was 
founded in 1982 and sold 
with the rights for the Infor- 
mation Engineering Facility, 
a Case software toolbox, to 
Texas Instruments for $30m 
in 1991. 

Earning the title or “the 
tether of Case” has also won 
Mr Martin plenty of critics, 
who resent what they see as 
commandments on how to 
conduct their business. For 
his part, he speaks of “amaz- 
ing resistance to change" in 
parts of the IT community. 

But Mr Martin's success as 
an author and on the lecture 
circuit commanding fees of 
$30,000 a day has been 
matched by the achieve- 
ments of his companies. JM 
& Co was founded on April 9. 
1991, immediately after the 
sale of JMA. 

His latest title. Cybercorp, 
is a typical Mr Martin prod- 
uct wholly emphatic in its 
demand that success and 
survival In the next century 
demand constant agility in 
shifting business models to 
suit an online society. 

Call to arms 

Yet Cybercorp is not just 
another call to arms in the 
Internet age. Speaking at the 
launch of JM & Co’s Global 
Development Centre in 
Manila, he cheerfully admits 
; that the Internet “is fairly 
j slow and erode today". 

Cyb er carp makes the point 
that training and assistance 
are still required to prepare 
users for an immature tech- 
nology, “without help poten- 
tial users often become net- 
phobic”. 

Given his prolific writing, 
it is easy to dismiss Cyber- 


corp as the latest volume in 
a continuous output But Mr 
Martin has spotted a shift in 
the attitude of senior execu- 
tives. Today, chief execu- 
tives are less likely to be irri- 
tated by an outsider telling 
than how to reorganise their 
company. “My theory of the 
Cybercorp would have really 
put a CEO’s back up five 
years ago ” he says. 

"But now they see a huge 
tidal wave of electronic com- 
merce coming. They know 
that if the competition 
implements chang e and they 
don’t, they'll be in trouble.” 

He find , a that his seminars 
are attracting far more 
intensive questioning as the 
year 2000 approaches and the 
miitonnhim date issue con- 
centrates the minds of chief 
executives on the signifi- 
cance of IT within their 
organisations. 

Mention of the millennium 
bug provokes an instant and 
emotional reaction from Mr 
Martin. “This is a problem 
that was caused by incompe- 
tence, ” he says. 

Outside the IT industry 
few people would disagree, 
although the implication of 
Mr Martin's view on the year 
2000 is that if his approach of 
software engineering and 
structured data modelling 
had enjoyed wider accep- 
tance, the millennium bug 
would never have happened. 

Passionate views 

Mr Martin is dearly driven 
by a passion for the better 
management of business. 
When pushed on why JM & 
Co is positioned to redesign 
mmpanipg, his reply is exas- 
perated and clearly comes 
from the heart. 

"Everywhere I go. I feel 
overwhelmed by the obsolete 
nature of most corpora- 
tions.” he says. 

JM & Co now employs 700 
staff worldwide, turns over 
$l00m and has engaged in 
high profile and extremely 
challenging tasks such as 
designing the software infra- 
structure for Hong Kong's 
contactless smartcard sys- 
tem, Octopus. 

But Mr Martin insists that 
JM & Co is not about to 
grow beyond its limits. “We 
could hire thousands of pro- 
grammers. but that's not 
what we need,” he says. 

“To make this company 
succeed, we need executives 
who are businessmen. The 
supply of programmers is 
not our limiting factor, the 
supply of high-level execu- 
tives is.” 


The software rescue mis- 
sion that was entailed in the 
Octopus project suggests 
that the JM & Co organisa- 
tion is positioning itself as 
an IT fire brigade force. This 
is not how Mr Martin sees 
the role of his latest venture. 

“I don’t think we’d like the 
term 'fire brigade',” be says. 
“‘Mission critical' is more 
appropriate.” 

‘Value streams’ 

As befits the author of so 
many management publica- i 
irons, Mr Martin has given 
rise to catchphrases and bis 1 
own jargon. One of the terms 
he remains most fond of is 
“value stream”. 

This is the idea that the IT 
contractor must maintain a 
clear identity with the pur- 
pose of the project as differ- 
ent technology elements 
evolve. And it gives an iden- 
tity to Mr Martin’s business. 

“If we were just about 
writing software, we would 
face a lot of direct competi- 
tion. But very few other con- 
tractors have a clear idea of 
the value stream in busi- 
ness. Whatever you cbose to 
call any corporation, it is a 
collection of value streams.” 

He contends that smart 
businesses will have to 
recognise their best value 
stream, even if this means 
bowing out of other activi- 
ties. “What we have identi- 
fied here has implications in 
terms of management 
upheavals. We are moving 
into a global economy where 
the winner takes most,” he 
says. 

“Clearly, there cant be a 
winner at everything, so 
businesses that leant to spe- 
cialise will become very 
good at understanding their 
value stream.” 

Lack of ambition is not a 
problem for Mr Martin. He 
forecasts that JM & Co will 
grow tenfold to become a 
Slbn business. Now 65, he 
intends to be working for the 
company when it hits that 
landmark figure. 

"I've no plans to retire. I 
enjoy writing and lecturing 
and thinking about our 
work.” 

In September, he became 
chairman emeritus of JM & 
Co. relinquishing day-to-day 
control of the business but 
maintaining a strong per- 
sonal and financial influence 
with a travel schedule to 
match. But he does look 
back on his career with one 
regret: “I should have left 
IBM 10 years earlier than 1 
did.” 

He is now involved In 
plans for an Oxford Univer- 
sity Business School, work- 
ing with the vice-chancellor 
of the university he left with 
a degree In nuclear physics. 
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lore than ever before* intelligence is 
being embedded in consumer electronic 
equipment and household white goods 
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When Intel, the world's 
largest chipmaker launched 
the Pentium MMX micropro- 
cessor a few years ago Andy 
Grove, Intel's former chief 
executive, described the 
ensuing -battle for the home 
market as “the battle for the 

eyeballs*'. 

THs'has proved a fitting 
description as global sales of 
ever more powerful home 
personal computers have 
overtaken those of television 
sets..- . 

The arrival of high power 
3-D graphics cards. DVD 
(Digital Versatile Disc) 
drives. and multimedia soft- 
ware has also pitched the PC 
into ar direct battle with 
games consoles and other 
aliment devices, 
console market can- 
ines to grow, reflecting 
' mainly the success of Sony's 
PlayStation machine, but the 
personal computer is now 
accepted as a viable games 
platform in its own right and 
a worthy, rival for the dedi- 
cated machines built by Nin- 
tendo, Sega and Sony. 

While, tiie cheapest per- 
sonal computers still cost 
four or five times the price 







An entry level 
home PC costing 
less than $1,000 
from a leading 
manufacturer 
has the 
processing 
power of a 1970s 
mainframe 


of video games consoles and 
are more difficult to use, the 
widespread deployment of 
CD -Rom drives within PCs 
has helped to fuel a surge in - 
PC-based video games. 

Rapid advances In both 
computing power " end 
three-dimensional T^uphics * 
capabilities have, turned the 
general purpose personal 
computer, into a solid .games 
machine and a worthy rival 
for dedicated . consoles 
despite the insistence of 
aficionados that can- 
are still best 

■Hris reputation has been 
by the success of 
?C games such as Doom and 
Tomb Raider, the hugely 
successful adventure game 
starring a well-endowed 
female character called Lara 
Croft 

Indeed, the huge installed 
base of personal computers 
there are ah estimated 
250m personal computers in 


the world and awrwjwi ggfes 
ara running at around 85m - 
means that the PC has 
become an attractive option 
for games developers, and 
publishers. 

At the same time the 
astonishing growth of the 
Internet, the web and online 
market has turned the Vm y* 
or small office PC into a 
vital communications tool 
and. increasingly, a device 
for conducting- electronic 
commerce. 

The most recent research 
suggests that in households 
with both PCs and television 
sets young people in particu- 
lar are spending more time 
on the net and'using their 
PCs than watching televi- 
sion. 

Home PC buyers are 'also 
becoming more demanding. 
Toon Bonten, Compaq 
vice-president for consumer 
products in Europe, says 
today's PC purchasers want 
high-end machines at rock 
bottom prices. 

Historically, corporate per- 
sonal computer buyers 
bought the biggest and fast- 
est machines. But over the 
past five years all that has 
changed. Sparred on by 
plunging PC prices and the 
power-hungry hardware 
requirements of multimedia 
games and digi tal imaging, 
home PC buyers now choose 
the latest and best machinal. 

Today, most home PC buy- 
ers will select a machine 
built around Intel's latest 
generation Celeron or Pen- 
tium n microprocessor run- 
ning at 333MHz or faster, 
with a large 9GB hard drive, 
a 32x speed CD-Rom or DVD 
drive, a 56Kbps modern or 
and ISDN card and 64MB or 
128Mb of Ram. 

Multimedia computing is 
more demanding than tradi- 
tional business computing 
because it takes millions of 
times more data to make 
.audio and video come, alive 
on the PC than it does to 
create business documents 
and financial tables, notes 
InteL ; 

Today’s thnse-dtoensional 
flight simulator and racing 
games use as much process- 
ing power as yesterday’s 
most' advanced scientific, 
applications running on 
exotic. iunlti‘-million-dollar 
supercomputers. • 

. Even an entry level home 
PC today -costing less than 
$1,000 from a leraling manu- 
facturer such .as Compaq 
Computer, Hewlett-Packard 
or Packard Bell now has the 
processing power of a 19706 
corporate mainframe. 

However, the /recent rapid 
expansion of the sub-gU)0& 
market in the US and now In 
Europe did catch Intel and 
same PC manufacturers off 
guard. Rival chip makers, 


OCTOPUS IN HONG KONG 


Ahead of schedule 



From page 19: 

Jftd & Co's Manila operation 
Tk* up foe challenge, it 
dgdded to abandon aspects 
Ml the work that had been . 
done. 

“We did look at the 
ram designs, but they 
,i*t been done to a method 
could re-use," says VMan 
— ters, executive director of 
the company's Global 
Development Centre in 
Marcia. 

The recycling of computer 
code rs key ta the JM & Co 
way .of .workipg. Work on 
finance contracts for Jandlne 
Group' provided bricks of 
software that could be slotted 
Into a transport project 

The world of object-oriented 

software, where code is 
written to relate to. specific 
objects in the real world so it 
can be re-applied when those 
objects are Invoked in another 
program, was the key to this 
job. "in JM & COi people have 
become used to working like 
this' says Mr Mlnere 'They 

Bke to plug and play with 
software the way some people 

switch between hardware 
tons, 

"We re-appHect about 60 per 
cent of the.software from our 

Ifttay of other projects. Tris 

has given us an assembly fine 
•’* i code, employing^ 
objects. Around JO 
'cap of the software was 
~tan a& new." 

- . Paul Smith. ERG general 
jt m anag er on Octopus, explains 
lhahw Hong Kong . 

, commuters load up the 
r Octopus card from metro 
■ -stations, they deposit a huge 
amount of cash. •’ 

- • ihusttn Keyto managing 

fQetopita was to reaBse that . 

V.the transport authority was 
w effectively becoming a baric 
? Slnoe cost estimates had 


I 



doubled for the project, 
further slippage couW not be 
tolaraled; 

Using JM & Co as a 
manager for the software 

project, Mr Smith established 
set deadlines for practical 
achievements, adding ■ 
functions to Octopus as they 
were proven by a vigorous 
-testing regime. 

“We had to deliver,” he 
says. “As dates for each 
function - such as so many 
gates working wfth the 
smartcard - were met, the 
other subcontractors were 
free to get on with their jobs 
In parallel with ERG and JM & 

Co"- - - ■ 

Octopus had to support sfx. 
different transit operators 
using railways, metro Hires, 
puses and ferries, making this 
the first smartcar d tee system 
to be Integrated across 
completely different methods 
of transport, ft needed to 
. perform 4m transactions In a / 

six-hour period - 

The Marita operation of JM 
- & co wrote the Octopus. . 
software, a team in Hong 
Kong installed ft and a third 
independent team was . . 
reS p 0 rtBbte for verification. 

Sun Computers and Oracle 

woe among 17 different . 
suppliers to be managed 

within the JM& Co cycle of /• 
. development and testing. 

. ‘ The system was delivered 
three days ahead of schedule, 
on- June 27, 1997, and had . 
1.5m users on the first day. 

Ncw,HK$23m(US$3miy 
; passes /through Octopus every 
da* with more than-ftn cods 
' in dreutatioa. . 

Octopus cards can be used 

at pubte telephones and- . 
further-appfiwtkxvsof 

core system are under tost . 
Today, foere-are 1«n Octopus 
cards in drcutation |n Hong 
Kong. 


particulariy AMD, managed 
to grab a sizeable chunk of! 
the home PC market With 
cut-price microprocessors, 
before Intel responded with- 
its Celeron processor. 

•'As a result, PC buyers face 
the widest choice of micro- 
processors. to power their - 
machines, than for many 
-ydars: Some are also 
choosing to purchase Apple 
Computer’s latest machine 
the JMac which, aside from a 
unique design, is intended to 
be particularly easy to set op 
and use. ■ 

Ease-of-uke remains a key 
issuer particularly for operat- 
ing systsn developers such 
.as Microsoft. Tomorrow's 
PCs are likely to be easier to 
use and more fnn thank* to 
their greater processing 
power and technologies like 
voice activation, digital . ver- 
satile discs and real-lime 
video processing. - 

They should also be less 
frustrating for new users 
and be capable of self-heal- 
ing - diagnosing their own 

problems and ft rating sohi- 
1 tions. This, in turn, is expec- 
ted to fuel a further expan- 
se® of the home PC inarket. 

As the installed base of 
home PCs g r ow s some fami- 
lies will' end up with several 
T pachrnfM; Tn tile US, 14m, OF 


35 pra- cent, of the country’s 
40m homes with personal 
computers already have 
more than one. 

As a . result, Intel and 
industry -analysts' are' pre- 
dicting a surge fo home net- 
works. PG^ hooked ' up 
together to store "resources 
such as printers, -files and 
internet access.. 

- Network equipment manu- 
facturers such as Cisco, 
3Com and others are already, 
predicting a boom in home 
and home office networks. 
W hite a™* of these win be 
hard wired using network 
i g ni tes , others will use exist- 
ing power line or telephone 
cables or wireless links. 

These home networks are 
likely to hook up a wide 
variety of devices including, 
digital set top boxes. The 
aniyal of digital broadcast- 
ing and interactive services 
win further blur the distinc- 
tions between a PC televi- 
sion as a communications 
and entertainment centre, 
particulariy once digital set- 
top boxes are equipped with 
high-bandwidth r y > pvmimi«v 
tkras links. 

For example, the set-top 
boxes produced for the 
launch of digital satellite 
and digital terrestrial broad- 
casting services in Britain 


over the past two months 
are powerful personal com- 
puters in their own right 
equlped with smartcard 
readers and- modem connec- 
tions. ■ 

In this new digital world 
there may also be a place for 
hybrid PCTVs and so-called 
web-TVs as well as “smart" 
telephones and other gadgets 
nnri “thin client" machines 
designed to combine the fea- 
tures of a personal com- 
puter, electronic organiser 
and web-enabled communi- 
cations device. 

NCR. the US-based IT 
systems add data warehous- 
ing group, recently caught 
public attention by demon- 
strating Microwave bank to 
illustrate the fact that bank- 
ing and other services are 
likely ' to be delivered into 
the home using a wide vari- 
ety of devices and communi- 
cations routes. 

Mora than ever before. 
Intelligence is being embed- 
ded into consumer electronic 
equipment and household 
white goods, blurring the 
distinctions between per- 
sonal computers and other 
rwar-hmgs and hastening the 
arrival of the digital net- 
worked home. The battle for 
our eyeballs may bave only 
just begun. 



In the US and Europe, home computers, desktop colour printers and colour scanners are bringing the 
magic of photography to amateurs of al ages. As the Installed base of home PCs grows, some 
farnUes wU and up with several machines. In the US, 14m, or 35 per cent, of the country’s 40m homes 
with PCs already have more than one **• 
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first, we realized • the concept of “two- 
way with the first digital 

copier thaE-eould copy and fax. Then 
we -made “three-way multi-function ’’ a 

..vV*..' V ; . -.- . 

I -'-'-"" i ■: ' 


reality with the first digital copier 
that could copy, fax and print. Which 
explains why the term “impossible” 
means little to us. 



TM 


by Ricoh 


We lead. Others copy. 


lb find out why we are the No. 1 maker of BAV digital copiers in Europe and the US. please contact: 

Grbrafltaan 3, 1186 AA Amsetveen,The Ncthertimds.TeL +31 -(0)2054.74.1 11 , Fax +31-(0p0.64.18£01 . httpJftvwwjicoh-curop<^« 
, "Plane Hoe Crescent, Ffeltham.MiclcUesex TW13 7HG, United Kingdom, TeL +44-181 261.4000. Fax: +44-181 .261.4004 
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FT BUSINESS WEB SITES OF 1998 - in association with UUNET 


Winning web sites 

From a record number of entries, the category winners for the FT Business Web 
Site of the Year awards were announced in London this week 


Some of the world's top web sites 
were honoured this week at the 
awards presentation for the competi' 
tion to find the FT Business Web 
Site of 1995. Sue MacGregor, the BBC 
radio and television personality, 
presented the awards. 

The competition, in its second 
year, is sponsored by UUNET, an 
MCI WorldCom company and leader 
in Internet communications solu- 
tions, in partnership with the FT. 
More than 120 companies entered 
the competition, a big rise horn last 
year. 

The competition differs from other 
web events by focussing on business 
benefits. Judges assess how organi- 
sations use their sites to achieve 
commercial advantage. 

The judges were; from UUNET - 
Richard Heyes, UK managing direc- 
tor, Denise Fellows, product and 
solutions director, Henry Rltson. 
web specialist and international 
marketing communications man- 
ager; from the Financial Times - 
Paul Maidment, editor of FT.com, 
and Paul Taylor, IT Correspondent. 

The entries were divided into sec- 
tors ranging from large organisa- 
tions to small enterprises and 
including the public sector. The 
judges again found It necessary to 
select more than one winner in some 
categories and more than one highly 
commended to reflect the high qual- 
ity of entries. 

They also introduced a new cate- 
gory, Sites to Watch, to recognise 
web sites which were especially 
innovative. 

Winners and finalists in each cate- 
gory were as follows: 

Large corporates 

□ Winner Dell, Europe 
http:liwwic.delLco.uk 
Dell's European web sites were 
among the first to he online busi- 
ness-enabled and now condnct over 
Sam of sales per week. 

Customers can review, configure 
and price systems within Dell’s 
entire product line, order systems 


online or by telephone, and track 
orders from manufacturing through 
shipping. The site also offers person- 
alised system-support pages and 
more than 45.000 technical service 
items. 

□ Highly commended: 

Cellnet - http:llwww.genie.co.uk. 
Genie is a service unique to Cellnet 
which delivers tailored news and 
information direct to Cellnet digital 
phones or an e-mail address from the 
Genie web site. 

It has four clear strategies: busi- 
ness - to stimulate more calls; mar- 
keting - to develop a direct relation- 
ship with the end customer; 
technical - to provide best practice 
functionality to mobile users; and 
creative - to create a web product 

A series of case 
studies featuring 
these winning web 
sites will appear in 
the monthly FT-IT 
Review next year 


with leading edge design. 

□ Highly commended: Eastman 
Kodak - http:llwtDW.kodak.com. 

This focusses on ways of making 
people excited about the power of 
pictures, while at the same time 
building the brand and strengthen- 
ing market share. 

□ Highly commended: RS Compo- 
nents - http:iiuavw.rswww.com. 

This site provides seamless integra- 
tion into existing order processing 
and same day despatch of 100,000 
stock items. 


Finance Sector 

□ Joint winners: 

GNI and the Co-operative Bank 
□ GNI: http:Uwww.gnica.uk 
The site was established to provide 


data on GNTs broking services in 
global derivatives markets and to 
distribute research. 

The rite has revolutionised GNTs 
mar ketin g . The demand for access to 
GNTs research, and the number of 
users downloading the FX Internet 
Trading system - complete with live 
FX prices fed to the user from major 
global banks - has been extremely 
high. 

□ The Co-operative Bank: 
http:Hwww.co-operattveba7ik. co.uk 
The Co-operative Bank's online 
banking service was designed by 
Entranet. Available free to evicting 
and new customers, the Internet 
banking service was used by more 
than 12,000 customers in its first six 
weeks for 250,000 transactions from 
20 countries. 

□ Highly commended: ICICI Bank 

- http:Htmmt.iddbank.com 

Back for the second year is the ICICI 
Bank's web site. It was Initially tar- 
geted at a well defined, but hard to 
reach, segment of customers - non- 
resident Indians. 

When Internet usage picked up in 
India, the focus was expanded to 
include resident Indians. Early this 
year. Infinity - the Internet Banking 
service - was introduced. 

Small to Medium 
Enterprises 

□ Winner: Photodisc Europe 
http:lftaww.photodisc.com 

The first PhotoDlsc site was a mar- 
keting only presence. It was 
designed to promote photographers' 
images to a world-wide audience of 
target customers, namely graphics 
and communications professionals. 
The site allows customers to search 
quickly and efficiently through over 
60,000 images and purchase and 
download those they need. 

□ Highly commended: 

Ministry of Sound 

- http:iirvwwtnirtistryofsowuLco.itk 
This site claims now to be the 
world's best dub web site. 

□ Highly commended: -Seanet 


- http:HiowuLseanetxo.uk 

Back for the second year. SeaNet 
serves the needs of the international 
maritime community by combining 
information provirion, a trading area 
and a secure e-mail system. 

Public Sector 

□ Winner BBC News OnHne- 
http:ilwww.navs.Vbcxo.tik 

BBC News Online was launched in 
November. 1997. It was created as 
part of a BBC-wide strategy that tar- 
gets the web as the third broadcast 
medium and one that will expand, 
rapidly. 

□ Highly commended: 

Foreign and Commonwealth Office 

- http:llwww.fbo.goo.uk . 

Since there are 220 diplomatic posts 
representing Britain across the 
world, this rite has a global remit. 
The site provides up-to-date news for 
those abroad and. allows Instant 
access to the FCO’s standpoint on 
foreign countries. 

□ Highly commended: 

The Army Recruiting Group - http:! 
Iwww. army. mod. uk\army\rccnat 
The British Army World Challenge, 
a series of interactive scenarios lead- 
ing to an online application fatality, 
was launched to complement the 
army’s above- th e-Une campaign. 

Not for profit 

□ Winner: The Nature Conser- 
vancy - http:HioiDW.tnc.org 

The baric goals for this site are: to 
raise awareness of the organisation; 
to use technology to create content 
that would raise funds for - land 
acquisition programmes; and to cre- 
ate a central information resource 
about the organisation. 

Sites to watch 

□ Joint winners: Road Tech Com- 
puter Systems and TEMBERWeb 

□ Road Tech Computer Systems: 
http: i I www.roadnamer.uk.com 
An estimated 35 per cent of all haul- 
age on the road is empty. Roadrun- 
ner aims to fill up these empty 
vehicles through its web site. 

O TMBERWeb: 

http:llrvww.timbvniKb.CD.uk 
TIMBERWeb is a focus for the world 
timber and forest products indus- 
tries. Companies subscribe via busi- 
ness card entries which list vital 
company information.. 


FT REVIEW OF INFORMATION TECHNOLOGY 


A fresh focus on 
IT in finance and 
e-commerce in 1999 


VS: 


Special features planned for next year’s 
FT Review of Information Technology will 
highlight the rapid shift towards 
Internet-related business opportunities 


The shape of things to come 
Is the key theme in the next 
Issue of the FT-IT Review on 
January 6, 1999. This 
futuristic Issue will examine 
the Gkely impact of IT In a 
wide range of business 
sectors in the nerd decade. 

From February onwards, Ihe 
review, which [s published on 
the first Wednesday of each 
month, wffl carry regular 
features on: 

□ IT In finance, with a special 
focus each month. 

□ Electronic business 

□ The rriBenhlum date issue 
and euro compliance. 

□ IT news update. 

Each Issue wfll include a 
main theme, with a cover 
story on a topic of key 
importance to IT users, plus 
views of leading suppliers in 
the IT Industry. 

During the yak, there wiB 
also be a series of mid-month 
reviews on business solutions, 
highlighting enterprise 
resource planning, managed 
services and knowledge 
management systems. ’ 

February . 

□ Main theme: IT and the . 
Customer, (Customer 
Relationship M a nagement, 
CRM). • • : ' 

□ Second theme: Green 

computing. - ' 

□ Plus regular features 
Inducing; IT In finance - - 
focus on broking; electronic 
business; update on the - 
millennium date Issue; and the 
'race for euro compliance. 


March 


□ This month foe world’s 
largest IT show takes place in 
Hannover. Germany, and our 
main theme wifi be: the IT 
Industry in transition. 

□ Second theme: FT and New 
Media. 

□ Plus regular features 
including: FT In finance - 
focus on the European Central 
Bank; electronic business; 
update on foe millennium date 
Issue; and the race for euro 
compliance. 


April 


□ Mate theme: Electronic 
commerce and the wired 
busi n ess. 

□ Second theme: Java 
update. 

Plus regular features 
inducting: IT in finance - 
focus on Insurance; electronic 
business; update on the 
millennium date issue; and the 
race for euro compliance. 


May 


□ Main theme: Mid-sized 
enterprises: selecting an IT 


strategies. 

□ Second theme: 
Telecommunications - 
increasing convergence In 
information and 
communication technologies. 


June 


□ Main theme: Windows - 
what's at stake? 

□ Second theme: IT. in 
manufacturing (cad/cam), 

□ Plus regular features 
including: fT In finance - an 
emphasis or personal finance; 
electronic business; update on 
the miRenrdum.date Issue; and 
the race for euro compliance. 


Monthly themes 
on IJ in finance 
during 1999 will 
range from 
insurance and 
investment 
banking to retail - 
banking,, venture 
capital, broking, 
and the European 
Central Bank 


July 


□ Main theme: Internet 
issues. 

□ Second theme: IT and foe 
Law in the run-up to the year 
2000 . 

□ Plus regular features 
including: IT In finance - 
focus on ratal banking; 
electronic business; update on 
the miHennlum date issue; and 
the race for euro compliance. 

□ There witi be no issue of 
the review in Avgust 

September 

□ Main theme: IT in Retailing. 

□ Second theme: Supply 
Chain Management 
Plus regular features 
including: IT Jn finance - 
focus on risk management; 
electronic business; update on 
the millennium date issue; and 
euro compliance. 

October 

□ Main theme: Continuity 
planning In the aftermath of 
the millennium “bomb". 

□ Second theme: IT in 
Education. 

□ Plus regular features 
including: IT in firtanoe - 


focus on investment banking; 
electronic business; update on 
the miflanrnum date issue; and 
foe race for euro compliance. 

November 

□ Man theme: Continuity 
Planning (IQ- 

□ Second theme: IT in Trave 

and Leisure. I 

□ Plus regular features 

including: IT in finance - ; 

focus on fund management 
e-business; the rntfeonfuny 
date issue; and euro \ 

compliance. J 

December 

□ Man theme: The Cyber 
Millennium. 

□ Second theme: IT in the 
search for the stars. 

Special 

mid-month series 
bn business 
solutions 

During the year, we plan to 
include a aeries of special 
Issues: 

□ Business solutions: 
Enterprise Resource Planning. 

□ Business solutions: 

Managed services and 
outsourcing - a $55bn * 

market. . J 

□ Business solutions: * 

Knowledge Management 

For more details 

□ During the year, our 
ectitorlal fax-u-beck service 
win give detailed synopses, 
two months In advance of 
each issue. Callers in the UK 
should dial 0990 209 903; fax 
machines should be in polling 
mode. Callers outside the UK 
should dial +44 990 209 903. 

□ For advertising I nformation, 
contact: 

□ In London: 

Katha ri ne Morton, tel +44 171 
873 3746. 

Keeley Pope, tel +44 171 873 
4686 or fax +44 171 873 
3062. E-mafl addresses: 
katharinaroortonQFT.com 
keeley.popeOFT.com 

□ hi the US: $ 

Tim Hart FT New York, tel -wf 
212 745 1341 v 

or fax: +1 212 688 8229 
E-mail: timJiartOFTxom 

a In Japan: 

Tokyo: Patrick Brennan, tel 
+81 3 3295 4050 
or fax +61 3 3285 1264 
E-mafl: . 

palrick.brennanOFT.com. 

□ In Hong Kong: 

Deirdre Ball, tel +652 2868 
2863 

or fax 4652 2537 1211 
E-mafl: defadre.baUOFT.com 

Financial Times, 

Number One Southwark 
Bridge, 

London SET 9HL 
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Once that train pulls out of Waterloo, 
every empty seat is a wasted opportunity. 
So Euroscar was determined that its call 
centre should be as efficient as possible. 
The telephone network had to be 
reliable, well supported, flexible and 
cost-effective. And Eurostar wanted 
regular reports which would allow it to 
monitor its effectiveness. 

Which is why it aimed to Energis. 
Telecoms underpins every business. 
Shouldn't you know what our high- 
quality but low-cost service can do for 
yours? For more inform ati on on what 
Energis has done for Eurostar, visit our website on for 

printed versions, call 0800 316 061 3 A biemSt. 
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ENERGIS 

voice+datafbr business 
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